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i Valiente!” cried 
the Spanish admiral 


He cheered as his launch fished this man and seven 
more waterlogged American sailors out of Santiago 
Harbor. Cuba. on the morning of June 4. 1898. 
This was straining Spanish chivalry to the break 

ing point, for Richmond 


aaa ey 


— Hobson (right) and his 





little suicide crew had 
spent the previous night 
taking a ship into the 
harbor entrance under a 
hail of cannonade and 
deliberately sinking her 
to bottle up the Spanish fleet. 

Hobson. who planned and supervised every de- 
tail of the operation. from placing the scuttling 
charges to dropping anchor under fire, was ac- 
tually an engineer. not a line officer. 

In Santiago Harbor. he led his first and only 
action against the enemy. But his cool-headed 
daring made him as much a hero of the day as 
Admiral Dewey. And proved again that America’s 
most valuable product is Americans. 

These Americans—proudly confident of their 
nation’s future—are the people who stand behind 
United States Series E Savings Bonds. They are 
the people who. by their spirit and abilities. make 
these Bonds one of the world’s finest investments. 

That's why there's no better way to protect your 
future than by investing in America’s future! Buy 
Bonds regularly! 





* * * 


It’s actually easy to save money—when you buy 
United States Series E Savings Bonds through the 
automatic Pavroll Savings Plan where vou work! 
You just sign an application at vour pay office: after 
that your saving is done for you. And the Bonds vou 
receive will pay vou interest at the rate of 36 per 
year. compounded semiannually, for as long as 19 
years and 8 months if you wish! Sign up today! Or, 
if you're self-employed. invest in Bonds regularly 
where you bank. They're as safe ax America! 


For your own security—and your country’s, too 


invest in U.S. Savings Bonds! 
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‘There's an 


inside reason 


why Clark machines 





excel in low-cost 
performance—their 
power trains, 
engineered and 
manufactured by 
50-year specialists 

in the basic business 
of transmitting engine 
horsepower to tires... 






CLARK Bees 
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CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 

Other Plants: Battie Creek, Jackson, Benton Harbor, Michigan 
PRODUCTS OF CLARK . TRANSMISSIONS © TORQUE CON- 
VERTERS © FRONT AND REAR AXLES « AXLE HOUSINGS « FARM 
EQUIPMENT UNITS © ELECTRIC STEEL CASTINGS @ GEARS AND 
FORGINGS—FORK TRUCKS © TOWING TRACTORS « POWERED HAND 
TRUCKS « ROSS STRADDLE CARRIERS © MICHIGAN TRACTOR 
SHOVELS AND EXCAVATOR CRANES 
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AREA RESOURCES BOOK 
explains why crea we serve offers 
tremendous opportunity to industry 


Write for free copy 
P. O. Box 899, Dept. R, Salt Lake City 10, Utah 


UTAH POWER 


& LIGHT CO. 





























IBM INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


TRADE-MARK 50) Madison Ave., New York 22 


The 161st Consecutive 


Quarterly Dividend 
The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 10, 1955, to stockholders of rec ord 
at the close of business on May 19, 1955. Transfer 
books will not be closed. Checks prepared on 
IBM Electric Punc hed ¢ ard Accounting 
Machines will be mailed 
4.L WILLIAMS, 
Executive Vice President & Treasurer 


April 26, 1955 
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Foreign Affairs 


PEACE-TIME ECONOMY — THE LONG-TERM VIEW ... 
It is very early, indeed, to speak optimistically of 
prospects for an early ending of the cold war and 
the establishment of conditions under which a dura- 
ble peace could be achieved. Yet, it is already evi- 
dent, judged by the immensely important diplomatic 
moves now on foot, in which the four major powers 
—the U. S., Britain, France and the U.S.S.R. are 
actively joined that the world is entering the first 
stages of a serious effort to reduce world tensions, 
in Asia as well as Europe: that a truce between the 
contending Powers is to be sought and that this will 
be preliminary to eliminating the more pressing 
areas of friction. 

However, we should not be naive and expect won- 
ders to arise from the Conferences which have 
already been initiated and which, it is now certain, 
will lead to a Four-Power Conference “at the sum- 
mit’. These meetings are not intended to create 
peace forthwith but to determine after serious nego- 
tiations, whether the conditions can be created pains- 
takingly and gradually, under which an enduring 
and noble “modus vivendi” between two sharply 
contrasting political 


Sys- 


tems can be created. ¥ IMPORTANT NOTICE 

We have deferred our selection of 1955 
Leaders awaiting a 
more propitious time. 

Readers will recollect that of the 10 is- 
sues selected last year 6 were market 
leaders of the first rank. We are eager 
to make as fine a record this year and 
| are proceeding with the greatest care. 

Cordially yours, C. G. WYCKOFF 


These efforts, of course, 
may prove abortive and 
failure may ensue, in which 
case, the world would inev- 
itably be compelled to face 
the prospect of eventual 
global war. But if, against 
very great odds, a working 
arrangement between the 
two hostile systems could 


Potential Market 


| 





AY 28, 1958 


OF 


Securities 
Politics 


The Trend of Events 


BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“‘Over Forty-seven Years of Service’”—1955 





‘Fr * YY 
STREET 
4 EA 


E. D. 


WALL 








KING, Managing Editor 


1955 


Industry 
Business 





be contrived, it is worth while speculating on what 
the prospects for a prolonged period of peace might 
mean to the economies of nations. 

In this country and abroad too, for that matter, 
there is a school of thought which holds that peace, 
which would bring with it substantial world disarm- 
ament would disarrange the American Economy 
which, patently, has found, during the post-war 
period, continued heavy defense expenditures by the 
American Government to be an important adjunct in 
the United States and the allied nations it has helped 
defend. They feel that any substantial reduction in 
our arms expenditures would have a direct effect on 
business conditions. It is possible, of course, that 
the early stages of such an adjustment might have 
a temporary adverse effect. However, with any rea- 
sonably effective planning by the Government, any 
such reduction in the military budget could be offset 
by enlarging the scope of public works spending. 
Furthermore, as foreign nations also reduced their 
military budgets they, too, could devote themselves 
increasingly to badly needed constructive under- 
takings. The sum total of these efforts should have 
profound international re- 
percussions in levelling the 
volume of trade and in in- 
creasing output and employ- 
ment, even in the presently 


“backward” areas of the 
earth. 
Under these conditions 


which would take years to 
develop, the basis would be 
laid for a tremendous in- 
ter- (Cont. on next page) 



















national growth in economic activity, sufficient to 
fully absorb the total energies of all nations. 


POLITICAL LEVERAGE AND THE FARM PROBLEM... 
The endless problem of unmanageable farm sur- 
pluses and unrealistic price supports which, taken 
together, are both cause and ettect of the deterio- 
rating farm economy in this country will, in all 
probability, never be solved unless we frankly ac- 
knowledge that the root of the trouble is fundamen- 
tally political rather than economic. 

if one examines the framework of the legislative 
machinery which has been so contrived as to permit 
the farm bloc to manipulate the laws pertaining 
to our agricultural economy, it is not difficult to see 
that the voting power of the farm regions, as repre- 
sented for generations in both House and Senate, 
is so powerfully situated, strategically, that it domi- 
nates all votes on vital matters affecting agriculture. 

It is ironic that it has been possible to maintain 
this disparity of voting strength in Congress despite 
that the farm vote is not more than 20% of the 
total. Nevertheless, this situation endures through 
unequal representation, not far removed from the 
discredited ‘“‘rotten borough” system which is far 
from being eradicated in this country. It has been 
possible to preserve this inequitable system in the 
Congress, since district lines within the states are 
determined by State legislatures, themselves so com- 
posed so as to afford undue voting strength to the 
rural regions. It matters not that this stubborn 
clinging to a power they should not possess totally 
ignores the enormous economic changes in the vari- 
ous states caused by rising and shifting populations 
in an age in which industry, rather than agriculture 
has become the dominant economic factor in this 
country. 

As long as these distorted conditions within the 
states, applying equally to the large, heavily popu- 
lated states as well as to the states mainly dependent 
on agriculture, continues, voting strength in Con- 
gress will remain largely controlled by farm inter- 
ests, particularly as it concerns farm legislation. 

Actually, every farm vote is equal to four or five 
of that of the rest of the population. As long as 
this unbalance is preserved, real progress toward 
solving our farm problem need not be expected. 


HOOVER COMMISSION MEETS OBSTACLES ... The 
Hoover Commission has given Congress a work 
load of recommendations which, if followed out, will 
save billions of dollars and promote a degree of effi- 
ciency and serviceability not attained before in the 
history of federal government. But with each new 
set of recommendations arises the barrier that 
springs of unwillingness to make changes. And it 
will be impossible ever to measure the impact of 
the Commission upon streamlined government opera- 
tions: agencies have been adopting some, rejecting 
other, proposals; some of the reports seek only to 
impress methods by which the general level of effi- 
ciency may be raised by many small moves, at many 
points, rather than by dramatic and revolutionary 
shifts in the wav of doing business. 

Another aspect of the matter which, surprisingly, 
has not brought bickering protest is the fact that 
the Commission never has estimated what its work 
will cost. never has been told to go easy. Nobody 
knows what it will total to, partly because nobody 








knows how big the job will be in the overall. But 
the nation’s outstanding experts are working, for 
no pay or nearly none, in an area that encompasses 
personnel, medical services, lending, insurance, 
transportation, legal services, surplus property, real 
property, food and clothing. These are almost 
wholly “outside” studies—not managed by govern- 
ment career men, 


AUTOMATION BUGABOO... Americans can pro- 
duce more, and produce it on shorter notice, than 
any other people who have ever existed. Unfor- 
tunately, this ability is not confined to useful, 
material articles. Americans can talk more nonsense, 
it sometimes seems, about more topics, than any 
other people. 

Just the other day, as a current instance, the 
Congress of Industrial Organizations held a solemn 
conclave down in Washington to discuss the menace 
of automation. Which is to say, the menace of hav- 
ing more goods and more services, in a world which 
clamors for both, at a lower cost in human labor. 
Could anything be sillier? 

The unions may be pardoned for coming up with 
schemes for exacting more money for their mem- 
bers as the price of progress. More money for its 
members is a union’s reason for being. It is more 
surprising, and more discouraging, to see full pro- 
fessors of respected universities going along with 
the anti-automation delusion. They could be ex- 
pected to have learned—from the vast exodus from 
unprofitable farms and decaying areas into the in- 
dustria] field during and after each World War— 
that private enterprise, unhampered, will make two 
or three good jobs for every mediocre one it seems 
to destroy. 

It was seriously suggested that the government 
institute a kind of dole for every worker who has 
been doing his job the hard way, if a machine comes 
along to do it the easy way. The union speakers 
advanced—as if it were a merit—the idea that a 
guaranteed annual wage would make the employer 
think twice before installing newer and more efit 
cient machinery. 

Paul B. Wishart, president of Minneapolis- 
Honeywall Regulator Co., largest maker of auto- 
matic controls, accepted the challenge when he 
recently told 3,000 school teachers in Minneapolis: 

“Automation is only an extension of the search 
for perfection which has been going on throughout 
the industrial revolution and will go on until human 
wants cease to expand. That we can safely assume, 
will be never. 

“The scare over automation is beguiling the very 
people who wouldn’t have jobs at all if it weren't 
for the investment which supports the expansion 
of the nation’s industrial working force by 7,800,000 
persons in the last nine years. 

“This just happens to be the worst possible time 
to hobble the march of investment in the name of 
social progress. In the next decade those too old and 
those too young to work will become a great portion 
of the population than they ever were before. If 
there were ever a period when the lifters needed 
all the mechanical help they could muster to take 
care of themselves and the leaners, it will be from 
now until 1965.” 

It would be helpful if the professors could learn 
something from the manufacturer. 
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As Y See Jt! 


By JOHN CORDELLI 


FOOD AND THE MEN IN THE KREMLIN 


 * sweet reasonableness shown by the 
Soviet Union in Vienna, and the disarmament pro- 
gram which it recently submitted to the United 
Nations have set many people speculating. Is the 
Cold War between the East and the West really 
entering a less virulent stage? This Department, like 
Secretary Dulles, harbors no illusions that the men 
of the Kremlin have “got 
religion” or that they have 
“converted”. Past experi- 
ence has shown that the 
Soviets have never been 
conciliatory except when 
they wanted to win some- 
one over to their point of 
view or when they were 
faced by internal crises and 
dissensions. Moscow may 
be showing deliberate re- 
sonableness and willingness 
to negotiate, in the hope of 
winning support for the 
idea of a belt of neutral 
countries. This would mod- 
ernize the Iron Curtain and 
at the same time extend it 
in depth. 

At the same time, how- 
ever, the Kremlin is clearly 
seeking a temporary respite 
for a showdown with the 
agricultural community, the 
one class in Russia that has 
defied being molded into a 
listless group. Not even 
coercion and deportations 
have turned the Russian 
peasant into a robot. Re- 
ports from Russia speak of 
the decay of collective farms 
and the rise of the hidden, 
individual homesteader. 
Moscow is not unaware of what is happening, and 
what a rise of the independent peasantry could mean 
for Soviet communism; it was Lenin himself who 
said that “peasant small-scale production breeds 
capitalism and a bourgeoise — every day, every hour 
— by a natural process and on a mass scale”. 

Two developments are bringing about a showdown 
between the Kremlin and the Russian farmer. One 
of these springs from the growth of population and 
from urbanization. In the days before the First 
World War, some 80 per cent of the people in Russia 
lived on farms or in rural areas. It was relatively 
easy even for a backward agriculture to feed the 
remaining 20 per cent of the people. 
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On the Other Hand Maybe Somebody’s Sick 






This situation has changed materially as the re- 
sult of a successful drive for industrialization. Easier 
work and better pay sent millions of people into the 
factories and to the cities — so many, in fact, that 
in recent years the Soviets have had to curb the 
exodus from farms by closing the higher schools to 
farm boys and girls from time to time. 

The Russian farms are 
now asked to feed an urban 
population at least three 
times as large as before the 
First World War. 

The Soviets have discov- 
ered that a modern indus- 
trial society cannot be run 
as a subsistence economy. 
The highly-skilled techni- 
cians who build Soviet air- 
planes, the workers who 
operate coal-digging ma- 
chinery, the metallurgical 
engineers who are appar- 
ently as able as any similar 
group anywhere else, can- 
not be fed forever on a diet 
of bread grain, potatoes 
and pickled cucumbers. 
They demand more and bet- 
ter food, and Malenkov and 
the other Soviet leaders 
since Stalin have realized 
that these people must be 
kept satisfied. 

How is it going to be 
done? The men of the 
Kremlin are divided on the 
method. Malenkovy tried by 
appealing to the farmer’s in- 
itiative; prices were raised 
and private husbandry was 
encouraged. But Malenkov 
failed. The farmers ate bet- 
ter, but the supply of meat and dairy products in 
the cities failed to pick up. Now Krushchev is about 
to try. 

What will happen if production of higher grade 
foods cannot be increased? Since it is physically 
impossible to send all the farmers in the Western 
area to forced labor camps, the Government will 
have to retreat if Krushchev fails. There may be 
hunger and even near-civil war, as there was in the 
1928-34 period. But if the farmer holds out and 
forces the Kremlin to retreat in the matter of indi- 
vidual homesteading, it will mean, in the opinion of 
one noted student of the Russian economy “the be- 
ginning of the end of Soviet Communism” as such. 
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Realistic Approach To Today’s Market 


It is 


moderately and selectively further within the medium term. 


problematical whether the April highs will stand or whether advance may go 


On the whole. stocks are 


amply priced. Short of risky over-valuation, there is no great room left for rise. The 


“cream” 
conservative. 


By A. T. 


~ 

>» market has done nothing in recent 
weeks, or so far in 1955, capable of giving sleepless 
nights of worry to investors who hold soundly- 
balanced portfolios containing varying proportions 
(according to needs and circumstances) of good 
common stocks which were bought at levels much 
under those now prevailing. Their problem, if not 
simple, is at least undisturbing — being merely 
whether, in the light of objectives and tax con- 
siderations, they should take some profits. The gen- 
eral answer is that profit taking should be considered 
on individual stocks which are widely over-priced 
on realistic appraisal, and which may need several 
years or more of earnings and dividend growth to 
justify present market valuations. 


is evidently out of this bull market. Porfolio management should be increasingly 


MILLER 


But this market is a worrisome thing to those who 
are hung up with losses in stocks which were bought 
on bulges in recent months, and which have fallen 
10% to 30% or more from their highs. There are 
scores of such issues. And the market is a real prob- 
lem for those individual investors who are under 
genuine pressure to put surplus cash to work earn- 
ing income. Yields on secure-income stocks have 
come down to less than 4.5% in most instances. 
Yields on growth stocks are mostly ridiculously 
low, risk of interim decline somewhere along the 
line to be reckoned with. People who are still ven- 
turesome and they are fewer than was so earlier 
this year before margins were raised — are “fishing 
around” among the in-between cyclical stocks, with 
the bargain-waters long since fished out. 








MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


























CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 


So the results they are getting are 
highly mixed and, on the whole, not too 
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decline totalling 16.5 points for the 


Dow industrial average and cancelling 
about 42% of its March 14-April 26 up- 
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| Is 3 0 a | Sese which was recorded March 14. Two 
ye ewe EY RY XE. YM Y 2 ee features of industrial performance in 
JAN.55 FEB. MAR. APRIL MAY recent days were a relatively sharp 


rally in aircrafts, which had for some 
time been under special and over-done 
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others little change, all of 
which largely balances out 
in the averages. The sell-off from April 26 to May 17 
was less than 4% for the industrial average, less 
than 5% for rails. With nearly five months of 1955 
put behind, the industrial average at this writing 
is only some 4% higher than it was at the close of 
1954, rails a little over 7% higher. 

Thus far in 1955, the whole range of the industrial 
average, from low to high, has been roughly 11%, 
compared with a 1954 full-year range of more than 
44% ; that of the rail average less than 17%, against 
more than 53% in 1954. For some weeks, both on 
strength and softness in stock prices, trading volume 
has run at average levels well under the activity 
seen earlier this year and in the late months of last 
year. The rising speculative fever previously shown 
by the general public or at least by that section of 
the public which gets the itch at advanced bull- 
market stages — has cooled down greatly since the 
Fulbright Committee publicly aired the question 
(without answering it) whether the market had 
reached or was verging on excess; and since the 
two recent boosts in margin requirements. Past 
history suggests that after speculative cooling starts, 
as indicated by trading volume and relatively poorer 
behavior of low-priced stocks, a bull market is living 
on borrowed time, even though the absolute top 
might be some weeks or months ahead. 


Some Primary Considerations 


During much of the five-year period 1949-1953 
stocks were generally under-valued, with market 
low-point yields on stocks of the Dow-industrial 
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to over 7%. At past 


type ranging from over 6°: 
bull-market extremes they ranged from around 
to 4.25%. At present they are little over 
1%. This is ample valuation. Extremism can be de- 
ferred by the likely further rise in dividends, if 
meanwhile we have a continuing selective, slow- 
motion market. But it would take no great rise in 
the averages to run ahead of dividends, thus making 
the position less, rather than more, tenable. 

3usiness is good, but it is hard to see how it can 
get better at any time during the rest of this year. 
It will get poorer at least during nearby months. 
The housing boom, one key prop, is levelling off. 
The automobile boom, another key prop, is near 
sharp seasonal contraction, with or without a strike. 
Consumer income and spending are at record levels, 
but spending is running ahead of income. Relative 
to income, installment debt and mortgage debt are 
at the highest levels in many years. Unless the debt 
rise slows while income catches up, the economy is 
heading for trouble. 

If you are a longpull investor, willing to ride 
through market swings, continue to hold sound 
stocks, but “trade up” in qualitative adjustment of 
portfolios. If you are interested in cyclical market 
gain, there is more to be said for progressive profit 
taking and increasing liquidity from this point on 
than for new buying. While nobody can guess the 
exact top, there can be little doubt that “the cream” 
is out of this bull market. 
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By HAROLD DuBOIS 


(Editor’s Note: This realistic article 
shows how politics in demand for “hand- 
outs” make budget unbalance inevitable.) 


a 

Tne recent passage by the House of Repre- 
sentatives of a bill to provide for a system of farm 
price supports was of deeper significance in the field 
of fiscal policy than anything done by the Treasury 
or the Federal Reserve Board in the same imme- 
diate period. The measure, which passed by a very 
narrow margin, runs exactly counter to recommen- 
dations of the Eisenhower Administration. Its im- 
mense importance is that it shows so much strength 
for a policy which is definitely inflationary. Not only 
would the terms of the bill continue the granting of 
vast subsidies to farmers; it would recognize an 
increasing tendency toward the welfare state! 
While it is not now expected that the farm price 
support measure will be acted upon by the Senate at 
this session, nevertheless, the circumstance that pro- 
ponents of the measure could muster such strength 
is taken as a sign that the Administration’s fiscal 
policies are in danger and that all hope of an early 
balancing of the Budget has passed. With the ex- 
piration of this hope there also dies any prospect of 
reduction in the National Debt. With the lapse of 
the temporary increase by $6 billion in the debt 
limit on June 30, the legal total returns to $275 bil- 
lion. Failing the urgent recommendations for re- 
trenchment which have fallen on somewhat deaf 
ears, it will be necessary to grant a new increase in 
the debt limit which, if the inflationists have their 
way, will not only be permanent but expansible! 

A clear understanding of the struggle now going 
on at Washington over this issue can be obtained if 
adequate attention is given to the fact that the farm 
price support bill was passed only with the eager 
assistance of Members of the House under the influ- 
ence—one might say the thumb—of the labor unions, 
notably Walter Reuther’s Congress of Industrial 
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Organizations. Thus there appears the phenomenon 
of not-too-remote control of fundamental fiscal poli- 
cies, affecting the whole future of the Nation, by 
organized labor! 


Organized Labor and the Farm Price Support Bill 


In previous issues this publication has pointed 
out that labor leaders have been patiently building 
not a labor party but labor blocs and labor influence 
within the old line parties which, in coalition, 
amount in effectual influence to a third party, call it 
what you will. 

Careful observers are of the opinion that prob- 
ably the greatest achievement of the Eisenhower 
Administration has been in the field of fiscal policy. 
Almost miraculously it might seem, the steady de- 
cline in the purchasing power of the dollar, so dis- 
astrous to so many investors, which had been going 
on for two decades was brought abruptly to a halt 
so that, instead of a month by month tangible de- 
cline moving inexorably downward, there has been 
but the smallest fractional change in the value of 
the dollar in the period the Administration has been 
in office. And this despite very marked changes in 
the tides of business, the course of production, of 
foreign trade, the incidence of taxation and other 
factors which might reasonably have been expected 
to bring about an unsteady currency pattern. 

Apart as the prices of farm products might on 
the surface appear from broad fiscal policies, it 
must be recognized that the action of the House on 
the farm bill was a conspicuous signal that forces 
are on the move to nullify much if not all the Admin- 
istration so far has accomplished in stabilization 
of the economy. That action was a herald announcing 
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a fresh and determined assault bent upon bringing 
a return of what enthusiasts call an over-expanding 
economy and what many others more simply call in- 
flation in all its ramifications! 

William Shakespeare in one of the sonnets sings 
“Why didst thou promise such a beauteous day and 
bid me travel forth without my cloak?” In its first 
year, the Eisenhower Administration set blithely 
forth in the broad sunshine of a promising morning. 
Taxes were reduced to give business an incentive, 
the whole scheme of Treasury financing was revised 
to end the short-term financing which for so long 
had been breeding an inflationary credit position, 
impressive retrenchment was achieved in the de- 
fense expenditures and every sign pointed to con- 
tinuing fair weather. 

No new war has burst upon the Nation, a re- 
markable level of business activity has been expe- 
rienced, no overwhelming scandal has overtaken the 
Administration and yet the very policies which 
brought so much promise of good times have come 
under attack. 

It is true that the Administration started with a 
substantial fiscal handicap in that it had inherited 
from predecessors some $80 billions in previous com- 
mitments which had to be honored before a new 
start with clean books could be made. Strong head- 
way at first was made and the road to a balanced 
budget seemed almost open. Then came the first 
premonitions of a gathering storm, a storm of de- 
mands for even more vast expenditures than the 
previous Administrations had advocated. And now, 
unless there is a deep change of heart, the Admin- 
istration has no cloak to protect it. 

Assuredly a major promise of the Administration 
was to bring the budget into balance and most cer- 
tainly an implied pledge was to reduce the Public 
Debt. None can doubt the sincerity of President Eis- 
enhower, of Secretary of the Treasury Humphrey 
and of fiscal leaders in Congress in striving to bring 
about these desirable things. An excellent start was 
made. But now it is all too obvious that the im- 
possible has been asked of the Administration so 
far as any early accomplishment is concerned. It is 
more than doubtful if such gains as have been made 
can be held. 


The Path that Leads to the Precipice 


Now comes the most astonishing revelation of all, 
a realization that large segments of the American 
people, even, presumably, of the President’s own 
party, have reached the conclusion that they do not 
desire a balanced budget, that they are unconcerned 
about a reduction in the Public Debt, that they are 
willing if not eager to return to the path that leads 
along the pleasant ways of inflation, careless of the 
precipice to which all the experience of mankind 
shows that path leads. 

It is a curious fact that the President himself has 
departed from some of his earlier tenets in that he 
recommends greater expenditures for non-defense 
purposes than even President Truman. About $12.3 
billion appears in the 1955 budget for all manner of 
governmental activities which previously had been 
criticized as tending to the welfare state beloved of 
the Socialists and, with increasing fervor, of organ- 
ized labor! Although testimony adduced before Com- 
mittees of Congress, the texts of various books, the 
tales of returned travellers all have pointed to 
immense waste of money in various foreign aid ad- 
ventures, the President urges the further expendi- 


MAY 28, 1955 


ture of $3.5 billions, some $2 billions in Asia where, 
in the eyes of so many observers no gain is being 
registered. 

Then there are the many fields at home for the 
expenditure—not a few say the squandering—of 
substantial sums. To be sure, the Government re- 
coups some of the huge sums it pays to support farm 
prices but there is no complete certainty this will 
always be the case. The pressure is for the Federal 
Government to do more and more. A pending meas- 
ure would authorize the Commodity Credit Corpo- 
ration to process food it holds, as a result of price 
support buying, directly into the hands of needy 
consumers. The CIO in urging quick passage of 
enabling legislation says the pecan burden 
should be taken from the States because they are so 
heavily weighted down with cost of supporting the 
unemployed! 

The theme song of the States has been Federal 
Aid for many years. The CIO notes that the States 
are burdened by unemployment and allied benefits. 
It fails to add that about all the States pay out first 
has been collected from employers. But, aside from 
that which, perhaps, is another story, the States 
will not willingly give up a dollar they can collect 
from the Federal Treasury. Nor will many Mem- 
bers of Congress even suggest such an action. 

Congress, so far this session, has shown clearly 
that it has no intention of effecting economies in 
Federal expenditure. Speeches will be made, in and 
out of Congress, urging the importance of economy 
but when it comes to the roll call, the money flows 
out of the Treasury. 

Congress, one or both houses, has acted upon 
seven major appropriation bills. It must be remem- 
bered that, when a deficit was realized last year, 
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So it is clear that the Congress cannot pos- 
sibly be sincere in its desire for economy. 
Moreover, these huge new appropriations are 
| not in the field of defense. They are to a con- 
| siderable extent in the field which Congress 
| so adroitly tucks under the welfare clause of 
| 





the Constitution. It would almost seem that 
Members of Congress do not regard the sol- 
vency of the Nation as any part of the general 
welfare! School, lunches take precedence over 
|} a sound currency! 

It must not for a moment be thought that a 
hasty House of Representatives will crowd 
| through pork barrel bills in the expectation 
that the deliberative Senate will pare the 
|} amounts. Experience goes in the opposite di- 
lj rection. Take the Interior Department appro- 
priation bill. The Budget request was for $314 
million. The House cut this to $297 million. 
i} The Senate has put it back to the Budget level 
| and then raised the ante. The Senate approved 
| $327 million. And this compares with only 
| $301 million approved by the preceding ses- 
sion. It is all too obvious that Congress has 
| been wooed back to the doctrine of the Roose- 
7 |i velt-Truman Administrations and again has 
espoused a_ free-spending deficit-financing 
| regime! 

One of the especially interesting facets of 
i] this new phenomenon is the utterly naive 
|} manner in which presumably sober-minded 
leaders present their proposals. Even the 











it was largely blamed on the inherited commit- 
ments and the urgent need to clean up past debts 
and a promise was made that the following Con- 
gress would tell a different story and see a balanced 
Budget. Well, for 1955 the Congress, in these same 
seven appropriation bills, had appropriated 
$41,074,772,952. So far the present Congress, in 
these same bills has appropriated for 1956 $44,582,- 
460,459. For these measures the Budget request, 
normally regarded as a rather high tr ading figure 


President has been induced to endorse, indeed 
enthusiastically to urge, a Federal road program 
reaching $101 billion in magnitude. He and his fol- 
lowers have asserted that of course this is wholly 
apart from the Budget and must be considered apart 
from other figures. Senator Byrd and a few million 
other citizens cannot understand why. What pocket 
a sum of money comes out of has no effect on the 
total out of a man’s clothes. Ten dollars out of the 
breast pocket and $5 out of the pants pocket still 
adds up to $15. But if, for political reasons, it is 















































expected to be severely cut, was for $45,577,578,403, desired to look at only one pocket at a time, pre- 
only about $1 billion over what already has been sumably it is fair for the whole Nation to say: “Let’s 
authorized. And there remains $9 billions in Budget pretend.” (Please turn to page 317) 
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An Expert 
Appraises Commodity Price Trends 


By JAMES HASKELL 


~ 

oo products prices, under pressure for 
many months despite governmental efforts to put 
“floors” under values through support programs, 
show no signs of ending their long decline. During 
the past twelve months, the average level of farm 
products prices has fallen 5 percent. Since early 
1951, when values were at an all-time high as a result 
of the Korean War inflation, the farm price index 
has dipped 20 percent. Farm income, of course, has 
been adversely affected by the contraction in prices, 
and the drop in income has been felt seriously by the 
suppliers to the farm market. 


impact of Deflationary Influences 


Although commodity prices as a whole have shown 
little change for the past two and a half years, as 
evidenced by the stability in the Bureau of Labor 
Statistics wholesale price index during this period, 
farmers have been feeling the impact of deflationary 
influences. In our present highly industrialized 
economy, the status of our agricultural population 
wields less influence on total national income than 
formerly. Nevertheless, the facts cannot be ignored 
that, in the past, deflation first left its mark on farm 
products prices before extending to other commodity 
areas, and major business recessions always started 
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on the farms. 

The reasons for the almost steady declines in agri- 
cultural prices during the past few years are obvious 
enough. European agriculture now is back on its feet, 
following deficit production during the war and early 
postwar years. Consequently, demand upon the 
United States for farm products has contracted sub- 
stantially. Meanwhile, continuance of artificially 
high price supports and none too rigid restrictions 
on production have resulted in huge accumulations 
of major farm products. Although the major por- 
tions of these surpluses are in government stocks, 
as a result of support programs, the oversupplies 
still weigh heavily on the respective markets. The 
sliding scale provisions of the 1954 amendments to 
the Agricultural Act, permitting loans of 75 to 90 
percent of parity on the major crops as compared 
with the former rigid 90 percent, also have been a 
factor in depressing the average level of farm prod- 
ucts prices. 

There is little doubt, however, that the importance 
of the lower support levels has been over-emphasized 
in some political circles. Even before government 
support levels were lowered, there was increasing 
evidence that support programs were in process of 
breaking down under the weight of huge oversup- 
plies, for some products were selling in the open 
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markets for considerably less than government sup- 
port values. To a large extent, this seeming paradox 
resulted from the shortage of storage space. More 
recently, in order to avoid further spoilage and to 
make space available for new crops, the Commodity 
Credit Corporation has been forced to sell some of 
its holdings — of corn, in particular — at the very 
time that it was taking in additional quantities 
against loans on new crops. 

On the other side of the ledger, these depressing 
influences have been offset, in some measure at least, 
by stepped-up governmental efforts to increase both 
the domestic and export offtake. Subsidies are in 
effect for exports of wheat and flour. There is talk 
of an export subsidy on cotton. The Export-Import 
Bank has enabled substantial quantities of a number 
of farm products to be moved abroad via loans to 
friendly governments. Public Law No. 480, enacted 
in 1954, permits payment for exported agricultural 
products with local currency under certain condi- 
tions. The Commodity Credit Corporation, in some 
cases, has sold from its stock for export at reduced 
prices and also has endeavored to stimulate new 
domestic uses for surplus products. It also is under- 
stood that consideration is being given in Washing- 
ton to permitting surplus farm products to move 
freely to the Iron Curtain countries. 

It is difficult, however, to move any great quantity 
of our surpluses abroad — through direct or indirect 
reduction in prices — without tending to depress the 
world price structure and stirring up antagonism 
from friendly countries that also have export sur- 
pluses. Only naturally, the United States does not 
want to be put in the position of being forced to take 
the blame for breaking the world price structure for 
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farm products and possibly touching off worldwide 
deflation of the general commodity price structure. 
Those who advocate dumping all of our surpluses 
abroad, at whatever price they will bring, in order 
that artificially high support prices may be perpetu- 
ated for the domestic market do not appreciate the 
economic and political significance of such action. 


Huge Surpluses of Farm Products 


At the present time, the Commodity Credit Cor- 
poration is holding approximately $714 billion worth 
of surplus farm products, and this total is expected 
to rise further during the coming months as 1955 
crops move into support programs. 

The commodities held by the Corporation include 
cotton, wheat, corn, tobacco, butter, cheese, dried 
milk, whey, wool, cottonseed oil, cotton linters, pea- 
nuts, honey, soybeans, barley, dry edible beans, flax- 
seed, grain sorghum, oats, rice, rye, tung oil, linseed 
oil, olive oil, gum turpentine, and rosin. Holdings of 
three major crops — wheat, corn, and cotton — 
accounted at the latest date for which figures are 
available for 75 percent of the total CCC “invest- 
ment”. In the absence of some new inflationary 
stimulus, it is almost certain that heavy losses will 
be incurred on these commodities. Daily storage 
charges are large, and accrued storage charges are 
tremendous. 

It taxes the imagination to appreciate how huge 
are the surpluses of numerous crops. On July 1, the 
carryover of wheat in the United States is expected 
to be at the all-time high of around 1,000 million 
bushels as compared with a “normal” carryover of 
about 200 million. The October 1 carryover of corn 
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also will be at a new high, totaling 1,000 million 
bushels or more as against a normal stock for that 
date of around 250 million. The July 31 cotton carry- 
over will be approximately 101% million bales, com- 
paring with a normal carryover of about 314 million. 
Most of these end-season surpluses will be in govern- 
ment stocks. 

A series of very short crops, such as might result 
from unfavorable weather conditions over a period 
of years, would be necessary to pull down these huge 
overstocks to something like normal. That is possible, 
of course, although not altogether probable. For one 
thing, yields per acre have been rising steadily as a 
result of improved agricultural practices, and yields 
have been surprisingly high during recent years not- 
withstanding considerable unfavorable weather. 


Parity Prices Based on Outmoded Concepts 


Some economists maintain that the entire system 
of government price supports for farm products 
already has broken down as a result of the accumu- 
lation of burdensome surpluses for which no market 
outlets are in sight. It is contended that the funda- 
mentals of supply and demand no longer can be 
prevented from asserting themselves. This may be 
an extreme view, but it is interesting to note that an 
increasing number of farmers and of Senators and 
Representatives from important agricultural areas 
now are stressing the importance of lowering or 
abandoning government price supports and permit- 
ting farmers to plant less restricted or completely 
unrestricted acreages as offsets to lower prices. 

This pressure for minimum or no governmental 
interventions emanates primarily from those areas 
where large scale farm operations are the general 
rule. During recent years, all phases of aahed tion in 
these areas has been mechanized to such an extent 
that economists now are talking of an Agricultural 
Revolution, similar in many respects to the Indus- 
trial Revolution of 150 years or so ago. Mechanized 
agricultural production has resulted in sharp declines 
in unit costs, with the result that many farmers can 
produce at a fraction of parity prices which are 
based on outmoded concepts. But, as in industry, 
full or nearly full utilization of facilities and equip- 
ment are essential to assure maximum returns to 
producers and minimum prices to consumers. 

In areas where farms are small and lands are un- 


suited to mechanization, and where many farmers 
are less versed in the latest scientific methods of pro- 
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duction, unit costs are high and in some instances 
even well above parity prices. Farmers in such areas 
are, in a sense, caught in the backwash of the Agri- 
cultural Revolution, and are in much the same posi- 
tion as were hand craftsmen with the coming of the 
Industrial Revolution. And, it is from these areas 
that agitation comes for restoration of full 90 per- 
cent of parity support levels or even higher. This is, 
to a large extent, a sectional conflict that undoubt- 
edly will be resolved eventually by the basic workings 
of the law of supply and demand. For, there is little 
doubt that now, or in the very near future, low-cost 
mechanized farms (actually farm factories) can 
produce profitably all of the major crops needed for 
domestic consumption plus substantial export sur- 
pluses at prices below those now prevailing in the 
market places. Under acreage restrictions and mar- 
keting quotas imposed by the Department of Agri- 
culture, these farms now are prevented from operat- 
ing at full capacity. 

Understanding of this situation is basic to evalu- 
ating the outlook for prices of the important farm 
products. For, there is a distinct possibility that a 
major change is close at hand. In June, wheat farm- 
ers throughout the nation will vote as to whether 
federal marketing quotas shall be continued for the 
1956 wheat crop, the bulk of which will be planted 
next Fall as winter wheat. According to observers, 
the odds are said to be fully even that growers will 
reject marketing quotas by failing to vote the neces- 
sary two-thirds approval required by the Agricul- 
tural Act. Last year, the vote in favor of quotas was 
only 72 percent of those voting as against 91 percent 
two years ago. Farmers are even more disgruntled 
this year than they were last year. 

For, with acreage again sharply restricted, the 
indications are according to the Department of 
Agriculture that the CCC support price for 1956 
crop wheat will be between $1.79 and $1.96 per 
bushel as against $2.06 for the 1955 crop and $2.24 
for the 1954 crop. If growers fail to approve market- 
ing quotas by the necessary majority, the loan will 
drop to only 50 percent of parity or around $1.20 
per bushel. It is believed that, even with unrestricted 
plantings and fairly high level production, prices 
would not drop to anywhere near the $1.20 level. 

Many wheat farmers firmly believe that they 
would fare better by producing as much as possible 
at whatever price the market would bring. It is con- 
sidered highly probable that rejection of quotas 
would end, once and (Please turn to page 314) 
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I, the book of Ecclesiastes it is said “‘there is 
nothing new under the sun”, What the Preacher had 
in mind in making this statement was that every- 
thing made had been made. It was an obligation of 
man to himself to search out these things for his own 
use and in so doing make for a fuller life and a less 
strenuous mode of living. The success of his labors 
to uncover new materials and develop new products 
is the real measure of progress. 

Ancient alchemists glimpsed the necessity of 
searching, but they, or most of them, existing in a 
materialistic time, wasted their energies by attempt- 
ing to transmute base metals into gold. The mind 
that conceived the wheel gave mankind a thing of 
far greater value. This was a basic development 
which in time, as researchers moved constantly 
forward, made possible, first the wagon, then the 
automobile and later, the airplane. All these enable 
men to travel farther and faster, created hundreds 
of thousands of new employment opportunities and 
added immeasurable strength to our economy. 

We still have alchemists. These are the scientists, 
engineers and the thousands of trained laboratory 
workers who imbued with the spirit of conquest chal- 
lenge the impossible, producing almost magical ideas 
in the way of new products and creating more actual 
wealth and new jobs for an ever increasing popu- 
lation. 

As a matter of fact, industrial research is woven 
into the fabric of modern competition, more so since 
World War II than ever at any time in civilization’s 
history. Industrial companies, big and little, have 
become acutely aware that research is vital to prog- 
ress and progress, as General Electric expresses it, 
and to which all other forward-looking companies 
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MODERN ALCHEMISTS 


Creating Sources 


of 
New Wealth 


By JOHN D. C. WELDON 






















subscribe, is the most important product. All indus- 
try, in support of this policy, has spent close to $13 
billion since the end of the last world war for indus- 
trial research. 

Out of the laboratories comes an almost steady 
stream of new products from established materials 
and new materials for the making of still newer 
products. For instance, U. S. Steel, to cite just one 
company in the steel industry, has developed about 
300 new and different steels as a result of research 
projects within the last 15 years. Few, if any of 
these developments reached the attention of the gen- 
eral public yet many of these new steels are now 
filling important roles in the various industries and 
the life of every man, woman and child. A steel re- 
cently developed, because of its higher heat resist- 
ance may have use in such applications as conveying 
steam in pipes heated to almost cherry-red to elec- 
tric turbo-generators. As U. S. Steel Chairman 
Roger M. Blough says: “Some of the more imagina- 
tive people in industrial research think the day is 
not far away when the conventional boiler will be 
outmoded for steam generation of electricity. Steam 
will move to turbo-generators from steel superheater 
tubing that will stand up under pressures of 5,000 
pounds to the square inch, compared with present 
top pressures of half and less than half of that 
amount. 

These and other new steels are but a few of the 
results of research in the metals, chemical, petro- 
leum, food and other basic industries. Only a small 
fraction of new materials and new products make 
the headlines. As a matter of fact it would be a her- 
culean task for any one individual to attempt to keep 
track of research developments from day to day or, 
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for that matter, to keep abreast of the new products 
that are developed from a single new basic product. 
For example, molded nylon (not to be confused with 
its related material, nylon fiber) is being made into 
gears, cams, bushings, coil forms, bearing races, 
polishing belts and conveyors for food and chemical 
processing, communications and photographic equip- 
ment, machine tools, and automotive and aircraft 
arts. 

The publicity given this development was insig- 
nificant compared to that paid to the progress in 
producing the transistor, the “mighty mite” that 
replaces the vacuum tube in communications and 
other electronic equipment. Where the product is 
developed to serve industry, the fanfare invariably 
is smaller, even though that product may, in the 
long run, bulk larger in the earnings statement and 
balance sheet. A number of new products of this 
type, introduced in recent months, would appear to 
hold great promise. Among these is Fibrocel, a 
molded silica pipe insulation introduced by Johns- 
Manville. Engineered for service in the 35°F to 
350°F temperature range, Fibrocel is intended pri- 
marily for heating, plumbing and air-conditioning 
service. 

Another impressive development is a giant pipe- 
layer developed by Caterpillar Tractor Co. after five 
years of research. It is designed to lay oil and gas 





















pipelines of the Big Inch type—that is, 30 to 3 
inches in diameter. The heavy-duty machine has a 
lifting capacity of 65 tons. 
Pipe for moving water, gas and oil made from 
any material other than metal was a rarity only a 
decade ago. Then came the squeeze bottle for sham- 
poos and deodorants—molded from plastics such as 
polyethylene, Tenite (a product of Eastman Kodak) 
and polyvinol chloride. Now plastic pipe is used by 
ndus- | farmers in well-pump systems to draw water, by 
» $13 coal-mine operators for pumping corrosive water out 
rndus- | °f the ground and by oil-well operators. The volume 
for plastic pipe, of course, is infinitesimal alongside 
eady |the more than $1 billion dollars of steel pipe mar- 
rials keted annually, but hundreds of companies are find- 
ewer jing ita suitable material. ; pe 
- one The steel industry isn’t simply sitting back and 
‘bout | Watching a competitive material burgeon—it is get- 
arch | ting into the business. United States Steel Corp. this 
vy of pyear shipped its first order of flexible pipe, to be 
gen- used for mine drainage. _ a 
now Eastman’s sales of Tenite plastics in the first 
and quarter of 1955 showed a substantial increase over 
] re- the initial three months of 1954. 
~siat- Plastics, it would seem, are taking many old-line 
ying firms far afield from the products that made them 
elec. [giants in the first place. Phillips Petroleum, as an- 
‘man }°ther example, is excited about Marlex, which it 
rina- describes as “a revolutionary new family of plas- 
iv is | tics.” Phillips predicts thousands of new products 
1] be | Will stem from Marlex—such items as unbreakable 
team | ursing bottles that will withstand the heat of steri- 
~ater lization ; refrigerator trays that don’t get brittle 
000 |With cold; packaging film that will resist gases, 
sent |iquids and moisture vapor; rigid or flexible pipe 
that [that will not corrode. Phillips plans to build a 
multi-million dollar plant capable of producing 100 
> the |million pounds a year of the Marlex family. 
otro- But plastics and all other fields should pale by 
mall |{©°omparison with the new products that will stem 
nake from atomic energy. The impact already has been 
her- felt in the medical, shipbuilding and utility fields, 
keep to name but a few. Indeed, it would seem that peo- 
> or, ple have but to hear (Please turn to page 320) 
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A Partial List of New Products 


Joy Manufacturing Co. 


Philco and Chrysler 


Johns-Manville . 


Caterpillar Tractor 


Eastman Kodak 


International Business 


Machines 


Radio Corp. of America 


Curtiss-Wright Corp. 


Warner-Hudnut Co. 


Allied Chemical & Dye 


Socony-Mobil 


Ralph C. Coxhead Corp. 


ACF Industries, Inc. 


Western Union 


.olts 


new continuous mining ma- 
chine can mine eight tons of coal 
a minute. This would be about 
twice the speed of similar devices. 


They have evolved a transistorized 


car radio that will go into the up- 
per strata of the Chrysler produc- 
tion. 


Has a molded silica pipe known 
as Fibrocel that is designed to 
serve several industries. 


Its heavy-duty pipe-layer promises 
important economies in putting 
down oil and gas pipelines. 


Reports rising demand for its Ten- 
ite plastics, used in consumer-goods 
and capital-goods industries. 


Steadily improving its line of elec- 
tronic computers that now is mov- 
ing out into industrial and com- 
mercial fields. 


Has developed a color tube for the 
TV industry that gives it an im- 
portant edge in the competition for 
the color-set market. 


A flaw-detector developed by this 
aircraft firm locates defects in such 
materials as metals, glass and con- 
crete 


Has developed a razor loaded 
with a 40-inch reel of thin steel, 
whose lengthwise edge is sharp- 
ened. Reel works like roll of cam- 
era film 


Making a new kind of nylon that 
is said to take deep color dyes 
better than other synthetic fibres. 


Its engine analyzer, an electronic 
instrument, is capable of “‘tele- 
vising” an engine's performance 
through a TV-like cathode-ray tube 
on a screen, enabling a mechanic 
to check swiftly for trouble. 


Introduced a machine that can 
automatically set up mailing lists, 
alphabetical catalogue indexes, 
phone books and other listings 
from typed cards. 


This rail-equipment builder has re- 
ceived orders for its Talgo train, 
a high-capacity, lightweight and 
high-speed passenger train de- 
signed to make passenger haulage 
profitable for the railroads. 





Years of work on its Desk-Fax 
machine that enables private firms 
to send and receive telegrams avu- 
tomatically in picture form now 
beginning to bear fruit. 
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A SENATE PROBE REACHES DEAD-END! 





By “VERITAS” 


AIRLINES are facing a downward revision in gov- 
ernment subsidy payments that is geared to total 
discontinuance, possibly within the next decade. For 
the most part, the carriers have prospered. This cal- 
endar year may be their best yet. The necessities 





WASHINGTON SEES 


Federal agencies will fight to the limit any Con- 
gressional move to curb their industrial- and 
business-type activities as is proposed in the latest 
Hoover Commission Report: “Business Enterprises.” 
The resistance will pay off. It always has suc- 
ceeded in the past. 


In spite of all that has been said about the 
trend toward free private enterprise, the facts 
have been to the contrary: a congressional investi- 
gation following World War | (made in 1933) 
showed the federal government was competing 
with private operations in 232 lines; the Hoover 
Commission estimates that the total today, in the 
Department of Defense alone, exceeds 2,500. And 
the capital investment in these projects has passed 
th $15 billion mark. One of the reasons doubtless 
is the fact that the government has been going 
into multiple business lines in a small way while 
concentrating the “free enterprise” debate on a 
few huge operations such as public power, ship- 
building, and housing. 


Most government operations in the retail and 
service fields are justified by the Pentagon as 
“fringe benefits’ to service personnel and their 
families — discounts and lower fees in lieu of 


bigger pay envelopes. Not all of this is as valid 
as some of the argument that remoteness from 
private places of business, and research, requires 
continuance. But it’s a unit-by-unit, time consuming 
examination and Congress just won't give it that 
much time. 
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which brought about federal aid in the early days 
of aviation have evaporated in the light of techno- 
logical improvements and public acceptance. Air 
mail subsidy, which was an after-thought to direct 
payments to encourage growth of the industry, will 
remain but will be pared to meet the original objec- 
tive: fees commensurate with the cost of safe, speedy 
delivery. 


IMPORTANT but seldom mentioned aspect of the 
pending British election is the fact that one rarely 
hears “nationalization of industry” any more. For a 
dozen years it was the hub of political issues in 
England, the dividing line between the conservatives 
and the liberals. Like many popular vote-getters in 
other years and other lands, it simply failed to de- 
liver on glowing promises. Britain is going along 
nicely as of today: no war, some tax cuts, cost of 
living up but not out of reach, some changes on the 
top level of government to satisfy voters’ fickleness. 
Tories’ only wonder is whether they can go it alone, 
without Churchill. 


SENATE investigation of the national electric power 
“monopoly” which made strides last year under 
Senator Langer’s persistent plodding seems to have 
come to a dead-end: a democratic-controlled Con- 
gress. Langer had the air filled with charges of 
corruption, double-bookkeeping, milking of operat- 
ing utilities by Wall Street holding companies, and 
murderous assault on REA co-ops. Langer has been 
succeeded as monopoly sub-committee chairman by 
Senator Kefauver and Capitol Hill looked for even 
more vigorous prosecution. It didn’t happen. 


EXPLANATION why Kefauver hasn’t made any head- 
way up to now, and won’t, is not hard to find. The 
Tennesseean zoomed himself to national attention 
under the encouragement of the cameras and mi- 
crophones of the crime probe. More than anything 
else, his skill at wringing personal publicity out of 
official probes made him a serious Presidential con- 
tender. His party is determined that won’t happen 
with the power issue. 
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Senator William F. Knowland of California has 











carrying on a program of opposition to key White House 
policies which has been interpreted to mean only that 

he is avidly seeking the republican nomination to the 
Presidency -- and yet, he won't give up the Minority 

Leadership in the upper house. Hints having been un- 
availing, party leaders are using more direct methods: 
they're asking him to step aside. Knowland's answer 

continues to be that the best interests of the country 
and the party require him to depart from the Eisenhower 
Plan in some details, major and minor, but that he re- 











ances of conscience. 





The "loyal opposition" role which Knowland 





the GOP in a dither. For more than one year he has been 


mains true to his Chief and his party, within the toler- 

















prefers centers principally on what_he considers a too- 
soft attitude by the Administration toward China. In 
the industrial and banking east, and the farming mid- 
country states, a distorted picture may result from the element of distance which 
lies between Knowland's California and Europe on the one hand, the Orient on the 
other. The Senator could be found to be heavily backed by his own and neighboring 
states on that score alone. On a referendum in California, many believe he would 
prevail on his resolution to withdraw from U.N. if Red China is admitted. 














When the Senator took public issue with Vice President Nixon's assertion 
that the party trails Eisenhower and that Ike must be the nominee if the GOP is 
to win in 1956, many considered it tantamount to an announcement of candidacy. So, 
for that matter, was Nixon's; Ike heading the ticket was the Vice President's only 
safe assurance of being on it. He is not generally considered a likely selection 
of the republican national convention if General Eisenhower doesn't run. While 
Nixon continues to hold the spot second from the top, the party would lose little, 
politically, by dumping Knowland from the senate leadership. In fact Nixon, and 
California Governor Knight (himself eyeing the White House) would be pleased. 

















AFL and CIO chieftains have adopted a proposed constitution for their 
merged strength (merger which is subject to action by the membership of both) and an 
intensive sales campaign will be made in the union meeting halls. There will be 
much talk about whether AFL President George Meany or CIO President Walter Reuther 
will be president, and debate will be encouraged over what to name the combined group. 
The idea evidently is to create acceptance of the major fact of merger and center 
talks on side issues as if only they remained for decision. The idea will go 
over in early tests, but the substantial questions will come to the surface 
when the Teamsters Union is reached on vote. Teamster Boss Dave Beck is for 
merger up to a point: the point at which his drivers would be told to stop 
raiding unions in which teamstering is incidental to selling, servicing, or other- 
wise performing the main job. Beck will insist on the right to "liberate" those 
folks from oppressive working conditions and low wages. 


























But national headguarters have noted with beaming satisfaction the way 
the merger notion is catching on in some quarters. They like to consider it's be- 
coming contagious. Within the CIO, two unions, the Oil Workers and the Chemical 
Workers, have beat the national merger on timing; they've formed the 0il, Chemical, 
and Atomic Workers -- the latter a group whose potential strength can only be a 
matter of speculation at this point. And in the AFL there is comparable activity: 
the Brotherhood of Electrical Workers is making eyes at the CIO Utility Workers with 
merger into one union the objective. 











Far from selling their idea that there is no need to amend the antitrust 
laws to give added surveillance to labor union activities, the Brownell Committee 
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has set in motion the machinery for a thorough study of the subject. The antitrust 
laws were originally applied with telling effect on union performances -- perhaps 
too vigorously. Recognizing the fact that the pendulum might swing dangerously 

in the other direction, congress sought to remove the trouble spot (also recognized 
labor's growing voting strength) by specifically exempting the labor groups from 
the law. President William Howard Taft regarded this "class legislation." He 
vetoed it, successfully. 





The Norris-LaGuardia Act brought freedom from injunctive process to the 
labor unions. From that point on it was a matter of expansion of principle: if the 
unions couldn't be enjoined, except when they conspired with employers in a second- 
ary boycott arrangement (and even then, not as a trust violation), then they must 
be assumed to be beyond the reach of the Sherman and Clayton Acts. It isn't going 
to be easy to bring about a reversal of attitude in congress. Less than 10 years 
ago the proposal to include unions within the law's coverage was made: inclusion 
under the Taft-Hartley Act. The senate rejected it. But farm cooperatives long 
have enjoyed exemption given to them and to agricultural marketing co-ops. Labor 
has warned congress: "If unions are to be brought in now, so also must be farm 
cooperatives; that labor's strength on Capitol Hill says both, or neither." 























"Calorie diplomacy" is likely to make itself felt as foreign office, 
ours and others, move cautiously toward top plateau talks. More that two months 
ago, the State Department placed its stamp of approval on the barter of U.S. food 
surpluses to Russia for scarce metals and other strategic materials. That fact 
didn't become public knowledge until a few weeks ago when it came out at a closed 
meeting of a Congressional committee, then appeared in the published minutes. 
Samuel C. Waugh, Assistant Secretary of State, told the committee that although five 
departments of government must pass on any possible trade transactions with Soviet 
Russia, the State Department sees no reason for delaying a deal for a "Strategic 
materials" trade. 




















Congress was given additional information on the problems of disposing of 
the American agricultural surplus. It isn't always a simple matter of agreeing on 
price, or _ exchange of goods in lieu of a money consideration. Instanced was a 
pending deal with Denmark, involving large quantities of surplus wheat. It bogged 
down when Danish Prime Minister H. C. Hansen refused to go along with a contract 
clause which provided that 50 per cent of the grain must be shipped in U.S. merchant 
vessels. Denmark, a strong competitor for shipping, refused. The United States 
had offered to trade wheat to Denmark for machinery -=- machinery which could be re- 
shipped to underdeveloped countries under the nation's multilateral foreign trade 


program. 











The miners' union has had a falling out with the Tennessee Valley Author- 
ity and is slashing at_the public power "father of them all" with a vigor usually 
reserved for economic royalist groups. TVA says John L. Lewis' office regards 
itself above the laws which rule other government agencies. The miners didn't at- 
tempt to police TVA behavior until it committed the offense of placing an order for 
coal worth $3 million dollars with a "dog-hole" company the Labor Department placed 
on the blacklist last Fall for violations of both national and state mine safety 
standards. Lewis who usually can find a headline instance of economic suffering 
whenever new gains are being sought, produced this one in the light of a program of 
real scope. 




















The miners want the Senate's labor committee to do something, now, about 
27,000 unemployed in the coal fields, and their 669,776 dependents. They want 
relief, either through the foreign trade act or special legislation, to keep the 
competitive impact of imported residual oil to a level not more than 10 per cent of 
domestic production. Enactment of the national gas act with its price control 
features is labeled a must. They're asking that the railroads be stopped from 
charging coal freight rates built to make up for passenger-carrying losses. 
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Tea Prices Bring Prosperity For Ceylon 


oe prosperity is tied to the situation 
in the world market for tea and to a lesser extent 
for rubber. The Island produces 30 per cent of the 
world tea crop, and tea and rubber normally account 
for some 80 per cent of its exports. Last year was 
especially good, Ceylon profiting from the combina- 
tion of a record tea harvest and a spectacular rise 
in tea prices. 

Tea fluctuated much less in price than coffee or 
cocoa during the 1946-53 period, ranging for the 
period between 40 and 60 cents a lb. for black 
standard grade tea. However, in 1952 the end of 
tea rationing in Great Britain and higher coffee 
and cocoa prices greatly stimulated demand for 
tea the world over, and consumption began to 
increase. In the United States and Canada a strong 
advertising appeal also had its effect. As a result 
tea prices began to rise despite expanding tea 
production and in less than two years advanced 
from about 40 cents a lb. in New York to almost 
$1.00 a lb. by January 1955. Since then, however, 
consumer resistance in- Great Britain, the release 
of tea supplies held up by dock strikes in London, 
and a decline in coffee prices have sent tea prices 
tumbling, causing some nervousness in Ceylon where, 
meanwhile, production costs have gone up. 

The Island has also benefited from a favorable 
sales contract with Red China against shipments 
of rice, which together with the developments in 
tea has been reflected in trade figures and Ceylon’s 
foreign exchange position. With exports in 1954 
the second largest on record (1,812 million rupees) 
Ceylon accumulated a record export surplus of Rs 
414 million against deficits in 1953 and 1952. At 
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the same time the Ceylonese foreign exchange 
balances, which are mainly in the form of sterling 
balances in London, rose from the equivalent of 
$137 million in December 1953 to $197 million in 
December 1954. 

Ceylon has money and purchasing power. To keep 
internal prices and costs from advancing too fast, 
the Colombo Government nearly trebled the export 
duty on tea during 1954, but lowered it again in 
recent months when tea prices began to slide. The 
tea export tax and the taxes collected on tea planta- 
tion profits have greatly improved the Government’s 
financial position, which means that one may count 
on the stepping up of developmental activities. These 
activities include land conservation and irrigation 
schemes and the development of the hydroelectric 
potential of Ceylonese rivers. The Government is 
particularly anxious to expand rice production. 
As in Puerto Rico, so in Ceylon, a regular “popula- 
tion explosion” is taking place, largely as a result 
of a remarkable advance in public health achieved 
through cooperation with the World Health Organi- 
zation. It is estimated that Ceylon must double its 
production of food over the next three decades if 
per capita output is to gain. Up to now there has 
been little industrialization in Ceylon. 


Switzerland Increases Lending Abroad 


Switzerland’s very prosperous economy made 
further gains in 1954 and the first quarter of 1955, 
this despite the fact that the Swiss watch making 
industry has been rather hard hit by Washington’s 
measures to protect the American watch industry. 
Last summer, the duty on Swiss watches and move- 
ments having fewer than 17 jewels was restored 


291 














from 35 per cent to 
50 per cent ad val- 
orem. Later, in Octo- 
ber 1954, the Swiss 
exporters of better 
quality watches 
those above the 17 
jewel category — were 
affected by the U. S. 
Treasury decision to 
count as_ additional 
jewels, subject to a higher ad valorem duty, the 
temporary metallic pivotings in watches. Ordinarily 
in the post-war years, Switzerland has sold about 
10 million watch movements in the United States 
annually. These sales, worth $60 to $80 million, 
represent one third of overall Swiss watch exports. 

In contrast to their American business, world 
demand for top-grade Swiss industrial equipment 
and precision instruments has remained very high, 
with the result that overall Swiss exports have 
been increasing. The interna] market for consumer 
and consumer durable goods has also been expand- 
ing, so that most of the Swiss industries have 
suffered from labor shortages and have had to 
import foreign workers, chiefly from Italy. At 
present at least a quarter of a million of such 
workers are employed in Switzerland. With the 
British and the Germans spending more freely, 
tourist business has also been good, and in 1954 
the Swiss hotels and tourist-catering industries 
earned close to SFr 500 million net, equivalent to 
one-tenth of Swiss exports. 

With international payments running in Switzer- 
land’s favor, there has been a further increase in 
the country’s gold and dollar assets, which at $1.6 
billion are the largest in the world on the per capita 
basis outside of the United States, and more than 
sufficient to cover the outstanding Swiss franc 
circulation. The extreme liquidity of the money and 
capital market has led to a number of developments. 
Last February, for instance, the Swiss National 
Bank resumed the sale of gold coins to the public 
through private banks at a price equivalent of 
$35 per ounce of gold content. There are no ques- 
tions asked, and gold coins may be taken out of the 
country. Through the sale of these gold coins, the 
National Bank hopes to bring in enough liquid 
funds so that it can begin effective open-market 
dealings in Swiss Government securities as an 
instrument of monetary policy. 

Low money rates and limited investment oppor- 
tunities at home have stimulated lending and in- 
vesting abroad. Considerable private Swiss funds 
are invested in Canada. Well over SFr 600 million 
was raised in 1954 in the Swiss money market by 
the Governments of South Africa and Sweden, the 
World Bank, and such foreign firms as the West 
Rand (Johannesburg), Petrofina (Brussels) and 
International Standard Electric Corporation (New 
York). Since the beginning of 1955, substantial 
loans have been raised in the Swiss money market 
by Australia and Italy’s Montecatini Corporation. 
Swiss investors are helping also to finance the de- 
velopment of the newly discovered petroleum fields 
in southern France. 





Prospects For Revamping Cuba’s Economy 


Cuba reached the peak of postwar prosperity in 
1952, a year when she harvested some 8 million 
short tons of sugar, and cashed in almost $700 
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million for her exports. Since then, business in 
Cuba has been in the doldrums. Changing con- 
ditions in the world sugar market and the decline 
in the price of sugar have necessitated deflationary 
readjustments. Over 2,000,000 short tons of unsold 
sugar had accumulated on the Island at the be. 
ginning of 1955, and this year’s sugar crop had 
to be reduced to 5,000,000 short tons. With some 
780,000 people unemployed or under-employed last 
fall out of the working population of 2,400,000, 
there has been a sharp drop in overall purchasing 
power. There is little new investment, and the 
industries working for the domestic market are 
particularly hard hit. 

On the other hand, when compared with other 
Latin American countries, such as Chile or even 
Brazil, Cuba is relatively well off. Her imports 
from the United States have held up remarkably 
well. The explanation may be found partly in the 
fact that Cuba’s economy has been less distorted 
by inflationary price flash booms such as took place 
in the coffee producing countries. Moreover, Presi- 
dent Fulgencio Batista’s 
strong grip on the coun- 
try’s political and eco- 
nomic situation has pre- 
vented Cuba’s economy 
from drifting too far 
into inflation. 

President Batista sees 
perhaps more clearly 
than anyone else Cuba’s 
need for diversifying her 
economy and escaping 
dependence upon one 
crop. But the realization of this goal as well as 
the streamlining of Cuba’s economy and making it 
more competitive is beset with difficulties. Cuban 
wage rates are frozen at peak 1952 levels. This 
makes Cuba a high-cost producing country. Mean- 
while, little or nothing is being done to increase 
labor productivity. Private domestic and foreign 
capital is hesitant to invest, despite the Govern- 
ment’s pledges of assistance. The uncertain political 
outlook and labor laws going overboard to assure 
the protection of the workers are among the princi- 
pal obstacles to private entrepreneurial activity. 

The outlook has brightened somewhat in recent 
months as a result of unexpected demand for sugar 
from behind the Iron Curtain and by a slight firm- 
ing of the world sugar price. There is a good chance 
that Cuba may sell her whole 1955 sugar crop and 
even make a dent in her huge carryover. Meanwhile 
the Government is trying to revitalize the economy 
by promoting President Batista’s Four-Year Eco- 
nomic and Social Program. The Plan, inaugurated 
last year, is to cost the country $350 million. Its 
objective is to create employment and to help the 
country’s industries modernize themselves so that 
production costs could be lowered. Especially im- 
portant is the streamlining of sugar centrals, which 
must compete in the world market. Some $80 million 
has already been borrowed against the assets of 
Cuba’s Stabilization Fund. The country is taking 
a big chance. If the money is spent on improving 
the productivity of Cuban labor, President Batista’s 
cherished objective, well and good. The diversifica- 
tion of the country’s economic activities may be 
then within Cuba’s grasp. If, however, money is 
spent for non-productive purposes, Cuba will end 
not only with a much heavier debt, but with most 
of her foreign assets gone, and internal inflationary 
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pressure worse than ever. 
Scandinavian Countries Face Unusual Problems 


The five Scandinavian countries — Sweden, Nor- 
way, Denmark, Finland, and Iceland — have a 
common denominator — the socialist Governments 
or coalitions in which the Socialist are dominant 
by which they are run. They are all welfare states, 
and in all of them over-employment is the rule. 
As far as the standard of living is concerned, 
Sweden and Denmark are near the top of the list 
in Western Europe. Norway, which was heavily 
damaged by the Germans, has just now recovered 
her prewar foreign exchange earning power. Fin- 
land, which received little aid from the United 
States, is still laboring under the influence of war 
damage, of a loss of valuable territory and water- 
power installations to the Russians, and the pay- 
ment of stiff reparations to the Soviet Union. 

In Sweden, which is the most prosperous of the 
lot largely because it is the most nearly self-sufficient, 
the whole economy is tending to stagnate. Because 
of heavy taxes — which recently were raised still 
higher to the extent that some 75 per cent of profits 
will be taxed away — no one wants to take risks. 
Nor is there much money available for investment, 
since few people save. All this tends to solidify, 
to stagnate Swedish industry which happens to be 
very prosperous at present but may not remain 
so in view of growing competition in foreign 
markets. To avoid a further rise in costs, Sweden’s 
Socialist Government, which had been wedded to a 
cheap-money policy, was finally forced to raise the 
discount rate and to tighten credit. 

Denmark was the first Scandinavian country to 
find herself in the midst of an acute foreign ex- 
change crisis. She is essentially a converter of 
imported feeds and fodder in meat and dairy 
products, and to a lesser degree an exporter of 
special industrial machinery, farm equipment, and 
ships. With the recovery of European agriculture, 
Denmark lost some of her markets for farm 
products, while German and Japanese competition 
cut down markets for Danish industrial products. 
Meanwhile imports have continued high because 
of full employment and high living standards at 
home. The Danes have been trying to solve the 
payments crisis by cutting down imports and selling 
more of their products behind the Iron Curtain. 

In Finland the situation is also bemuddled. Prices 
and costs are high and the Finnish currency, the 
markka, is over-valued, and holding back Finnish 
exports of lumber and paper products for which 
there is great demand everywhere in Western 
Europe. But the Socialist-Agrarian Finnish Govern- 
ment is afraid to take any step for fear that de- 
valuation would only speed up the inflationary 
spiral. So it is holding to the present rate of exchange 
and trade restrictions, even though they are retard- 
ing the development of the Finnish economy. 


A New State Emerges In North Africa 


When the French National Assembly ratifies the 
recently made agreement with the Tunisian nation- 
alists, a new State will emerge in North Africa. The 
new state, Tunisia, will have Dominion status within 
the French Union; it will gradually take over polic- 
ing powers and judicial authority, and choose its 
own Constitution; also it will guarantee the rights 
of the French minority, but share with France 
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the control over foreign policy and defense. 

By reaching the agreement, both the French 
and the Tunisians have shown themselves realists. 
The lesson of Indo-China has apparently not been 
lost on the French and on their part, the Tunisians 
have shown that they do not want to disrupt the 
economic ties binding them to France or to interfere 
with the economic activities of the European 
(French and Italian) minority in the country. More- 
over, Tunisia is in bad need of French and outside 
capital which shied away during the past years of 
political uncertainty. 

Tunisia is the smallest and also the poorest of 
the three North African areas under France’s con- 
trol. It has less rain and less arable land than 
Algeria, and fewer mineral resources than Morocco. 
Principal crops are olives (world’s fourth largest 
producer), citrus fruit, wheat and barley, wine, 
esparto grass, and cork. But because of disastrous 
droughts, crops are often lost. To feed the popula- 
tion, increasing at the rate of 80,000 a year, Tunisia 
will require large capital investment in water de- 
velopment and land conservation schemes. 

Despite these handicaps, the Tunisians are ahead 
of other North African peoples in educational de- 
velopment, a fact which indirectly contributed to 
France’s troubles. From the viewpoint of labor 
availability and excellent geographical position, 
Tunisia well qualifies as the local for industrial 
development. Unfortunately there is neither good 
coal nor oil in the country, although traces of the 
latter have been found at several points. U. S. 
trade with Tunisia has been handicapped by the 
shortage of dollars and by regulations favoring 
goods from the French franc area. Our imports 
from Tunisia average one million dollars annually 
and consist largely of olive oil, iron ore, and cork. 
Construction machinery, tractors, agricultural 
implements, wheat, coal and petroleum products are 
our most important exports to Tunisia which have 
averaged about $7 million annual for the last three 
years, 


Dutch-Indonesian Relations 


At a time when both countries appear to be taking 
final steps to replace the Dutch-Indonesian Union 
with a new pact of friendship and cooperation a num- 
ber of incidents have marred negotiation progress. 
One such incident is the charge of subversive activi- 
ties which the Indonesians brought against a group 
of Dutch citizens who were arrested more than a year 
ago and held incommunicada for a long period of 
time. The Dutch lawyer for the defendants accuses 
the Indonesians of hampering his efforts to carry out 
his task. Underlying the entire situation is the failure 
of Dutch diplomacy to eradicate Indonesian suspi- 
cions. Dutch success in this was probably made more 
difficult by the inability of the Indonesians to over- 
come their emotions that had their origin in the revo- 
lution against Holland. Other problems have con- 
fused post-independence relations between the two 
countries, two of which ‘ 
are the conflict over New 
Guinea and the position of 
Dutch firms in Indonesia. 
Many Indonesians feel 
that economic freedom 
has not accompanied po- 
litical freedom. 

—END 
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1955 Outlook For 
AIRCRAFT—AIRLINE COMPANIES 


By H. F. TRAVIS 


- a decade after the final shot of World 
War II was fired, hundreds of millions of dollars 
still are being poured into the production of arma- 
ment. Much of the huge expenditures appropriated 
by our Congress can be traced to orders for aircraft, 
guided missiles and similar items of national defense. 
Notwithstanding protestations of peacful aims by 
spokesmen for all principal nations of the world, 
there is little evidence of a genuine disarmament 
program anywhere. Accordingly, all indications 
point to continuation of extensive aircraft procure- 
ment and to a high rate of production by manu- 
facturers engaged on military contracts. Meantime, 
orders for commercial planes have expanded in 
recognition of tremendous strides in air trans- 
portation. 

Appraising prospects for manufacturers, engaged 
chiefly in building military aircraft, however, in 
the light of current political and economic trends, 
one may find reason for feeling more cautious than 
at this time a year ago. Tensions over the inter- 
national situation appear to be relaxing and the 


need for stressing output of older type military 
planes is therefore diminishing. Developments in 
this direction have not persisted far enough to per- 
mit drawing fast conclusions, but the possibility of 
cautious steps looking toward contraction of defense 
preparations needs to be watched. Hints of a trend 
in this direction could be observed in the maneuvers 
aimed at obtaining a cease-fire agreement in the 
Formosan situation as well as in the disclosure that 
President Eisenhower and Marshal Zhukov had been 
enchanging messages on the basis of friendship 
formed at the time of their meeting on the banks of 
the Elbe. And now apparently comes more “sweet- 
ness and light”? on the part of Soviet Russia by 
yielding to the United States by accepting the latter’s 
compromise proposal relating to Article 35 of the 
Austrian treaty which when signed restored 
Austria’s independence. Another development in- 
creasing the hope of a “cessation of hostilities” in 
the Far East and an end to the cold war is the 
proposed Big Four conference at the top level of 
government. 
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Statistical Data and Comments on Leading Aircraft and Airline Companies 





AIRCRAFT MANUFACTURERS 























Earnings Per Share Dividends Per Share Recent Div Price Range 
1952 1953 1954 1952 1953 1954 Price Yield(T) 1954-1955 
OO Set $ 2.82 (d)$ 3.87 $ 5.64 $ 1.05 $ .75 $ 1.25 25 5.0% 297%2- 97% 
Bell Aircraft ........ 1.73 1.96 2.47 75 1.00 1.25 28 4.6 38 -11% 
Boeing Airplane ..... 4.34 6.26 11.39 1.501 1.75 3.00 62 4.8 8812-234 
SI SUIIIIINIE ~siccnstnsctninsecchceseopnensseneens 1.59 1.54 2.98 50 50 75 18 4.1 22 - 67% 
Chance Vought Aircraft .0....00000000.0 ees are | Se .80 39 2.0 68 -22 
EE Seance eee 1.02 1.36 2.50 .60 .60 1.00 20 5.0 23%2- 734 
Douglas Aircraft ....................... . 3.00 5.15 9.80 1.25 2.16 4.332 70 6.12 94 -26\% 
Fairchild Camera & Inst. ......... 1.66 1.93 3.51 25 251 .50 28 1.7 391/2-20%4 
Fairchild Eng. & Air. .......... 1.36 1.74 1.43 .60 .80 .80 15 5.3 2134- 9% 
General Dynamics .......... ; 2.86 3.51 4.72 1.12'2 1.12% 1.6242 61 2.6 80 -18 
Grumman Air. Eng. ............. 2.67 3.56 5.61 2.00 2.00 2.00 34 5.8 4538-22% 
Lockheed Aircraft 3.61 5.79 7.94 1.20 1.6212! 2.85! 45 6.3 6414-26 
Martin (Glenn L.) ...... 2.75 6.42 7.85 . 1.00! 28 3.5 44 -15%% 
McDonnell Aircraft .......0..........ccccccccees 4.49 6.17 5.03 1.00 1.00 1.00 33 3.0 42'2-19 
North Amer. Aviation .....................++ 2.28 3.72 6.46 1.25 75 2.75 52 5.2 638-20 
II III siscsnnciennenessebiinnhonmnesoes 1.74 2.38 2.63 1.001 1.00 1.604 25 6.44 3934- 712 
Piper Aircraft ....... : ‘ini 41 42 46 05 8 6.2 9\%4- 2 
Republic Aviation . : 6.05 6.21 6.71 1.25! 1.501 2.00! 36 5.5 4414-20 
Ryan Aeronautical . 2.23 3.80 5.15 .50 50 .50 36 1.3 5012-1478 
Solar Aircraft ..... 2.15 4.24 3.04 1.00 1.15 1.101 22 5.0 2756-144 
United Aircraft 5.18 6.23 7.66 2.00 2.75 3.50% 70 5.0 94 -45\% 
* Based on 1954 dividends. 1 Plus stock. Plus distribution of 1 share Chance Vought 


(d) Deficit. 


2 Adjusted for 3 for 2 stock split March, 1955. 


Aircraft for each 3 shares held. 




















41955 rate. 

AIRLINE COMPANIES — ; a 
Earnings Per Share Dividends Per Share —————— Recent Div Price Range 
1952 1953 1954 1952 1953 1954 Price Yield(?) 1954-1955 
American Airlines $ 1.72 $ 1.86 $ 1.51 Ss $ .50 $ .60 26 2.3% 2834-11 %2 
Braniff Airways 1.02 01 2.81 .50 16 3.1 1872- 6% 
Capital Airlines 1.80 2.10 * 2.16 ae 1 30 32'2- 8% 
I I icine ia aeeeiale 3.43 3.20 2.88 .50 .50 .50 45 1.1 4952-2158 
National Airlines .....0...0.....ccccccccceceeeees 2.05 3.99 4.42 .50 5S .60 21 2.8 27 ~-12'2 
Northwest Airlines 1.65 1.84 2.38 , — - 21 wae 24 -7\2 
Pan Amer. World Airways ................ 1.09 1.77 1.71 .50 65 .80 18 44 20\2- 9% 
Trans World Airlines 2.30 1.52 3.10 3 asia 30 3312-13"% 
United Air Lines ...... , 4.03 3.28 3.52 1.50 1.50 1.50 42 3.5 48%-21'% 
Western Air Lines 1.72 1.66 2.04 .60 .60 60 20 3.0 2232- 834 

Paid 10% stock. 


+ Based on 1954 dividends. 1 Paid 5% stock. 


2 Paid initial dividend of $.20 5/1/55. 








Aircraft Manufacturers 


Beech Aircraft: Improved outlook for civilian orders and satisfactory 
volume of contract military orders should sustain sales and earnnigs this 
year, Dividend at $1.20 rate secure. (H) 

Bell Aicraft: Greater military requirements for helicopters and promising 
civilian market favor sales gains. Expansion foreseen in guided missiles 
and other electronic items. (H) 

Boeing Airplane: Heavy military poem in jet bombers and jet tanker- 
transport planes points to large shipments for years ahead. Earnings may 
dip slightly, but should remain high. (H) 

Cessna Aircraft: Increase in dividend to indicated $1 annual rate from 
50¢ previously reflects optimism over prospects for near term. Newly 
designed helicopter undergoing tests. (H) 

Curtiss-Wright: Increasing volume of jet engine orders expected to sus- 
tain earnings at about 1954 level. Good volume in propellers and recipro- 
cating engines. Dividend secure. (H) 

Douglas Aircraft: Strong competitive position assures high level of output 
not only of military aircraft but of civilian planes as well. Earnings pro- 
jected at near 1954 total. (H) 

Fairchild Camera and Instrument: Leading factor in producing aerial 
photographic equipment, but business in commercial products becoming 
more significant and military orders less important. (N) 

Fairchild Engine & Airplane: Production of paratroop and assault trans- 
ports still important contributor to sales, but output of guided missile 
components and other items growing. (N) 

General Dynamics: With concentration on operations of Canadair, largest 
Canadian plane manufacturer, and on Consolidated Vultee, this company 
has become a leader in military aircraft. (H) 

Grumman Aircraft & Engineering: Leading supplier of Navy planes, this 
company is well situated to solidify position. Large backlog should sus- 
tain earnings this year, Regular $2 rate secure. (H) 

Lockheed Aircraft: Cutback in deliveries of military aircraft and delays in 
completion of new models may cause moderate decline in earnings. Strong 
competitive position in civilian field. (N) 

Martin (Glenn L.): Recovery of military orders and progress in guided 
missiles account for improvement in earnings, which promises to continue 
this year and bolster dividend prospects. (H) 

McDonnell Aircraft: Increase in volume of orders for jet fighters for Navy 
helped strengthen competitive position. Some decline in deliveries indi- 
cated this year. (N) 

North American Aviation: With unfilled orders of more than $1 billion, 
high level of production should run through 1957 at least. Net this year 
may almost double $4.24 of first half. (H) 

Northrop Aircraft: Expansion into guided missiles, radio controlled target 
planes, etc., broadens operations. Earnings for year ending July 31 may 
double $2.62 a share of 1954. (H) 


Piper Aircraft: Moderate improvement in earnings indicated for current 
year, although profit margins remain inadequate. Demand for civilian 
planes has failed to gain momentum. (N 

Republic Aviation: High rate of output of fighter-planes and fighter- 
bombers expected to continue for another year or two at least. Earnings 
this year may decline slightly. (H) 

Ryan Aeronautical: Moderate decline indicated in earnings for October 
fiscal year. Several large new subcontracts under consideration hold 
promise of recovery in backlog of orders. (N 

Solar Aircraft: Leading producer of exhaust manifolds and heat-resistant 
parts for jet engines. Earnings estimated at about same for year just 
ended as $3.04 for April 30, 1954 year. (N 

United Aircraft: One of major producers of aircraft engines and a leader 
in helicopters and guided missiles as well. Net profit expected to com 
pare favorably with last year’s showing. (H) 


Airline Companies 
American Airlines: With benefit of increased traffic and operating econ- 
omies, earnings may double 1954 showing of $1.51 a share, which was 
hampered by pilots’ strike. Higher dividend seen. (H) 
Braniff Airways: Steady growth in traffic holds promise for gradual gains 
Net may decline because of lower mail pay and smaller capital gains. 
Repetition of 50¢ dividend seems possible. 
Capital Airlines: Replacement of current fleet with British turbo-prop 
Viscount planes expected to permit substantial capital gains and lower 
operating costs, thereby boosting earnings. (H 
Eastern Air Lines: One of most favorably situated lines experiencing 
expansion of traffic and earnings. Proposal for acquisition of Colonial 
Airlines under consideration by authorities. (H) 
National Airlines: Regarded as low-cost operator, company has made 
progress in competition with Eastern and has shown growth prospects. 
Decline in earnings indicated for June 30 year. (H) 
Northwest Airlines: Although long term growth is promising, company 
operates in low density area and encounters adverse weather to con- 
siderable extent. Earnings outlook satisfactory. (N) 
Pan American World Airways: Operating largest air transportation sys- 
tem in world, company appears well situated to expand. Competition 
holds down rates. Earnings progress relatively slow. (H 
Trans World Airlines: Improved service attracting larger volume of 
passengers on coast-to-coast routes, Moderate progress in overseas oper- 
ations. Financial position gradually improving. (H) 
United Air Lines: Prospect of record volume of travel, especially on 
coast-to-coast routes, and benefits of economies point to further rise in 
earnings. Modest dividend rise possible. (H) 
Western Air Lines: This smal! carrier expected to benefit from growth 
in travel on Pacific Coast. Some small improvement in earnings indicated 
for this year. Extra dividends possible. (H) _ 











RATING—(H)—Hold. 


(N)—Neuvtral. 
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LL LT ———— 
Comprehensive Statistics Comparing the | Positi 
- pons AIRCRAFTS vineniiinae ae 
North Easte 
Figures are in millions, Boeing Douglas General Lockheed American United American Air 
except where otherwise stated. Airplane Aircraft Dynamics Aircraft Aviation Aircraft Airlines Line 
CAPITALIZATION: es 
Long Term Debt (Stated Value) 00.3. eee wane 7) Se ; $ 30.0 $ 36. 
ee i ll im ae ada $ 23.3 $400 [| .... 
Number of C Shares Outstanding (000). 3,246 3,689 4,367 2,826 3,435 3,240 6,636 2,485 
TOTAL CAPITALIZATION ooo... cccccccccsssssseessssssesssnsenees $ 60.0 $ 30.7 $ 92 $ 2.8 $ 3.4 $ 39.5 $ 76.6 $ 39. 
INCOME ACCOUNT: For Fiscal Year Ended............... 12/31/54 11/30/54 12/31/54 12/31/54 9/30/54 12/31/54 12/31/54 | 42/31/ 
Net Sales ................... sales baibeiiadobinaitilalihdiscscnsanile $1,033.1 $915.2 $648.6 $732.8 $645.8 $654.2 $214.7 $169. 
Deprec., Depletion, Amort., @f¢. ................0cc0000c $ 4.0 $ 5.0 (NA) $ 4.6 $ 4.8 $ 13.6 $ 21.1 $ 24. 
Ee I en SS $ 39.7 $ 43.7 $ 23.1 $ 23.4 $ 30.3 $ 27.3 $ 10.6 $ 11. 
NS aa caiccciihninckicsnseiniachuiibiiitiaiiinviesonsdel ~ sain $ 5 $ 1.4 § 132 $ 1.7 $ . ae $ 1. 
I I aeitdsaaiastlsbiocecnesiabehpinien $ 36.9 $ 36.1 $ 20.5 $ 22.4 $ 22.1 $ 24.8 $ 10.0 - -2 
Operating Margin......... 7.3% 8.7% 6.8% 5.9% 7.9% 8.0% 11.0% 10.' 
Net Profit Mar gh o.oo.oo....cccccccesssssssssessssssersessesnseeesen 3.5% 3.9% 3.2% 3.1% 3.4% 3.9% 6.0%, 4: 
Percent Earned on Invested Capital.............. 33.7% 29.8%, 23.4% 25.2% 28.5% 17.3% 10.9 %, 12. 
Earned Per Common Share” ........... $ 11.39 $ 9.80 $ 4.72 $ 7.94 6.46 $ 7.66 $ 1.51 $ 2. 
BALANCE SHEET: Fiscal Year Ended 12/31/54 11/30/54 12/31/54 12/31/54 9/30/54 12/31/54 12/31/54 Ff 12/31/: 
Cash and Marketable Securities.....0.0.............000....... $ 33.7 $ 57.6 $ 31.4 $ 71.5 $ 38.4 $ 50.8 $ 53.6 $ 61.5 
Ih alernin is inet $ 91.71 $126.82 $116.04 $ 99.7 $114.5 $ 86.4 $ 1.6 $ ‘ 
Receivables, Net $ 21.9 $ 24.1 $ 19.3 $ 64.2 $ 61.4 $ 47.0 $ 30.1 $ 12.) 
NE MI risasniccsnasnnssvoenseresventins $230.0 $208.6 $168.7 $241.0 $217.1 $184.4 $ 86.3 $ 75. 
Current Liabilities . $143.2 $137.6 $101.4 $187.5 $157.4 $109.0 $ 48.7 $ 37.2 
Working Copitad ooo... cccccccscsscssssseessssssseesessveveessesnees $ 86.8 $ 71.0 $ 67.3 $ 53.5 $ 59.7 $ 75.4 $ 37.6 $ 37.7 
ESE eee ea $ 22.1 $ 38.4 $ 17.9 $ 30.7 $ 18.0 $ 72.3 $ 94.6 $ 59. 
Total Assets ...... ee $252.6 $258.4 $193.3 $280.8 $235.2 $261.9 $185.7 $137. 
Cash Assets Per Share... $ 10.40 $ 10.53 $ 7.19 $ 25.30 $ 11.20 $ 15.38 $ 8.07 $ 24.5 
Current Ratio (C. A. to C. L.) 2.6 1.5 1.6 1.2 1.4 1.7 1.7 24 
Inventories as Percent of Sales.. isa, suai ...-Suaiiea:——.  euiatetdsle 13.6% 17.7% a «|e 
Inventories as Percent of Current Assets... cece annus anne 41.3% 52.7% ea | es 
Total Surplus $ 49.4 $ 90.1 $ 82.1 $ 86.0 $ 74.3 $109.9 $ 57.5 $ 56.1 
*Data on dividend, current price of stock and yields in supplementary 1 Including deliveries under contract and cost fixed fee contracts. 34 
table on preceding page. 2 Including cost-fixed fee contracts. 4 ~ 
(NA) Not available. — 
Peace ‘‘Jitters’’ Although the Defense Department’s plans provide 
for a gradual curtailment of purchases of planes in 
Probably not since the start of the cold war in the next few years, orders in the hands of manu- Und 
1948 have the prospects, on the surface, appeared facturers and “in the works” in Washington still] Air Fo 
so promising for peace, if not in “our time”, then are substantial. The backlog at the beginning of this] in the 
for a few years at least. Undoubtedly, there were year approximated $14 billion. The President’s bud-] for en! 
those holding shares of the aircraft builders as _ get for the fiscal year to begin next July 1, contains | operati 
speculations who envisaged sharp cutbacks in orders provisions for the expenditure of more than $6 bil-] from t 
for military planes of all types and came to the con- lion for aircraft procurement. As matters now stand, | wings 
clusion that the “cream” was off the market for Air Force plans involve purchases totaling almost] ning J 
these stocks. The jitters developed by this group of $6.4 billion in the fiscal year about to begin, and the] to 137 
speculators in the aircraft issues was heightened Navy, it is expected, will be authorized to expend] Anothe 
by news that the Pentagon’s program called for a_ close to $1.6 billion on aircraft equipment. Putting] total t 
moderate reduction this year in military plane pur- these two latter sums together adds up to $8 billion] Air Fx 
chases which raised in the minds of some the ques- of military business that will go on the aircraft} increas 
tion as to what the Government’s policy would be industry’s books during the 12 months of the nextJ&and lat 
in regard to guided missile projects that are being fiscal year. In li 
carried out by a number of companies in the aircraft Leading Aircraft Builders Have Big bf mod 
industry. Military Order Backlogs deliveri 
Right now, the leaders in the industry are not] about ‘ 
The renegotiation law under which profits of entirely destitute so far as order backlogs are con-}| 800 a r 
aircraft manufacturers were carefully scrutinized to cerned. As of December 31, last, Boeing’s bookings] year a: 
hold down margins expired at the end of 1954, but amounted to $2 billion 131 million. Lockheed entered] and thi 
the provisions may be renewed by Congress. Previ- the month of March, this year, with $1 billion] the mo 
ous legislation limiting profits to 12 per cent before 85 million of orders on its books, while Dcuglas} ward. | 
taxes still is operative. Moreover, evidence of the ‘Airplane, on that same date had a backlog amounting] wings, 
interest Congress has in profits of private companies to $2 billion 35 million of military orders, plus] sufficier 
on armament orders is afforded by the recent Con- $332 million of orders for commercial ’planes. Since} trim. A 
gressional inquiry into operations of representative then and through April 20, last, this latter volume striking 
aircraft manufacturers. has been increased by about another $100 million. Althe 



































g¢ the | Position of Leading Aircraft & Airline Companies 
ne AIRLINES —_ 

Eastern Pan-Amer. Trans United 

rican Air National World World Air 
lines Lines Airlines Airways Airlines Lines 
30.0 $ 36.0 $ 8.7 $ 28.3 $ 18.5 $ 50.2 
Ue $ 20.9 
16 2,485 1,010 6,091 3.336 2,464 
6.6 $ 39.1 $ 97 $ 34.5 $ 35.1 $ 95.8 
1/54 | 12/31/54 6/30/54 12/31/54 12/31/54 12/31/54 
14.7 $169.9 $ 38.7 $218.9 $203.6 $200.7 
1.1 $ 24.4 $ 3.5 $ 18.9 $ 21.5 $ 24.0 
}0.6 $ 11.5 $ 2.2 $ 8.8 $ 10.9 $ 12.1 
. $ 1.1 $ «4 $ 2.0 $ 1.4 $ 1.3 
}0.0 S aA $ 4.48 $ 10.3 $ 10.3 $ 9.6 
}1.0% 10.9% 7.7% 7.8% 1.1% 10.9% 
6.0% 4.2% 3.6% 4.7% 5.7% 4.7% 
10.9% 12.1% 7.7% 9.3% 15.1% 10.3% 
1.51 $ 2.88 $ 4423 ¢ 1.71 $ 3.10 $ 3.52 
1/54 12/31/54 6/30/54 12/31/54 12/31/54 12/31/54 
13.6 $ 61.9 $ 48 $ 29.1 $ 25.0 $ 37.7 
1.6 $ 9 $6 6S $ 4.7 $ 1.6 $ 2.1 
30.1 $ 12.1 $ 3.1 $ 44.3 $ 12.2 $ 24.8 
36.3 $ 75.0 $ 8.7 $ 79.4 $ 41.6 $ 65.7 
18.7 $ 37.3 $ 8.1 $ 69.7 $ 37.5 $ 55.5 
37.6 $ 37.7 $ 6 $ 9.7 $ 4.1 $ 10.2 
4.6 $ 59.3 $ 26.1 $109.8 $ 65.0 $131.9 
35.7 $137.0 $ 35.6 $214.2 $127.7 $201.9 
8.07 $ 24.91 $ 4.84 $ 4.79 $ 7.51 $ 15.32 
1.7 2.0 1.0 1.1 1.0 1.2 
7.5 $ 56.1 $ 17.0 $105.7 $ 50.5 $ 47.3 
- 3 Income from operations amounted to $1.4 million or $1.38 a share 
4 Including unreimbursed expend. 
ovide Enlarging Our Air Force 
es in 
lanu- Under the Defense Department’s program the 
; still] Air Force is being enlarged. Expenditures proposed 
‘this}in the 1956 budget take into account preparations 
bud-} for enlarging this arm of national defense to 13 
tains | operational wings by the end of June next year 
3 bil-] from the present total of 121. An additional seven 
tand,} wings are to be added in the twelve months begin- 
most} ning July 1 next year, bringing the enlarged force 
d the} to 137 wings fully equipped with modern planes. 
pend Another Naval carrier is to be added to bring the 
tting} total to 17. The number of planes allotted to the 
illion} Air Force and the Marine Corps is expected to 
craft} increase slightly in the next year to about 36,000 
nextfiand later to 40,000 units. 

In line with the Defense Department’s objective 
bf modernization of the planes in military service, 
deliveries are destined to be reduced this year from 

> not} about 900 units monthly late in 1954 to perhaps 
con-}| 800 a month by the end of 1955. Shipments for the 
cingS|year are being projected at around 9,700 planes, 
tered} and this total may not increase much in 1956 when 
illion}| the modernization program is scheduled to turn up- 
uglas} ward. Upon completion of the 137 fully equipped 
nting| wings, production is expected to level off to a point 
plus sufficient to fill replacements and keep the force in 
Since} trim. Aggregate sales for the year may come within 
lume} striking distance of $8 billion, it is estimated. 

n. Although recent developments in international 





affairs have encouraged the prospect of some relaxa- 
tion in tension, Washington observers doubt that the 
Defense Department would recommend any signifi- 
cant curtailment in aircraft procurement this year. 
Some projects on the drawing boards may be de- 
ferred for a time and orders in the hands of manu- 
facturers may be stretched out in 1956 or later, but 
in all probability the pattern for this year may be 
regarded as firmly established. When, as and if 
contraction in the industry comes to pass, it seems 
likely that major aircraft manufacturers first will 
reduce their dependence on subcontractors before 
cutting back output in their own plants. In other 
words, if the aircraft program is destined to shrink 
over the next several years, the first impact is apt 
to be felt by concerns engaged on subcontract busi- 
ness, especially marginal companies that have de- 
pended primarily on civilian orders or overflow 
business from competitors. 


First Quarter Earnings 


teports of the leaders among the aircraft builders 
for the 1955 first quarter failed to show the con- 
sistent uptrend in net income that seemed to be the 
rule in comparable previous periods. Both Boeing 
and Douglas reported a dip in net sales as well as 
per share earnings for the three months ended 
March 31, and February 28, 1955, respectively. 
Boeing’s sales were down from $266.4 million a year 
ago to $191.8 million, with net income sliding off 
to just over $6 million, equal to $1.85 a share, 
from 1954 first quarter net of $8.3 million which 
divided into $2.58 a share of its capital stock. This 
showing by Boeing was not a surprise inasmuch as 
it had previously estimated 1955 volume would be 
somewhat under that of 1954, due to reduced de- 
liveries of C-97 and B-47 planes. In addition, there 
was the transition of the B-52 jet bomber program 
from a cost-plus-fixed fee basis to a fixed-price basis. 
Deliveries under the latter contracts are scheduled 
to begin in the last half of this year, and it is ex- 
pected sales and earnings for 1955 will be somewhat 
better than first quarter figures would indicate. 

Douglas, too, finished its first three months on 
a lower note. Deliveries totaling $214.8 million were 
approximately $26 million less than in the cor- 
respondnig months of last year. Earnings dipped 
from $8.9 million for that period to $7.1 million. 
After adjusting to the three-for-two stock split in 
March, 1955, net for the stock now outstanding 
amounted to $1.93 a share compared with $2.43 a 
share a year ago. The showing for three months to 
February 28, 1955, is accounted for by the decline 
in the number of commercial transports delivered 
in that period, as well as by the heavy write-offs 
of experimental and development costs. Another 
factor was the negotiated profits reductions on 
certain military contracts made possible by pro- 
duction economies. This resulted in more than $1.3 
million in savings to the Government which were 
applied to 1954 deliveries but absorbed in the Feb- 
ruary quarter. 

Neither Boeing nor Douglas sales and earnings 
for the most recently completed three months periods 
set the pattern for the rest of the aircraft builders. 
North American Aviation, although showing lower 
sales for March 31, 1955 quarter at $178.5 million, 
down from $180.1 million for the like period of 
1954, reported a substantial gain in net income 
which totaled $8.6 million as compared with March, 
1954 quarter net of alittle (Continued on page 316) 
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ees the resumption of the bull market in 


September, 1953, prices for corporate equities, ex- 
cept for minor reactions, have risen almost ss 
with daily trading sessions frequently running as 
high as three million or more shares. As a el 
of the extent of the advance in the market it need 
only be noted that the Dow industrial average has 
moved up from a 1953 low of 255.49 to a recent high 
this year of 430.64. How great this rise has been is 
more striking when the recent high is compared 
with the relatively meager advance the Dow indus- 
trial average recorded between the 1951 low of 

38.99 and the 1953 high of 293.7 

~ The comparatively sharp and tebned price ad- 

vance through 1954 into this year to date naturally 
generated a considerable degree of speculative en- 
thusiasm. Some of the more speculative issues were 
bid up to fantastically high levels, and even stocks 
that are generally rated as sound, growth stocks 
reached levels where prices were out of line when 
gauged by price-time-earnings ratio and income re- 
turn. In this latter group are issues which at their 
recent tops were yielding considerably less than two 
per cent on indicated annual dividends and selling 
at from 15 to as high as 28.7 times estimated 1955 
earnings. It should be obvious that most stocks in 
this category are what might well be termed “over- 
bulled”; that have generously discounted foresee- 
able earnings-dividend prospects and aside from that 
command sizable premiums for growth prospects 
which in many instances involve a long look into the 
future. 

The question is whether investors holding issues 
in this group, bought at considerably lower prices 
than now prevail wouldn’t be acting wisely in tak- 
ing profits on at least part of their holdings, thus 
averaging down cost of remaining shares and in- 
creasing one’s cash position to take advantage of 
opportunities to average in the event of a market 
reaction. 


Aluminum Co. of America common in selling at 
117 this year fell fractionally short of doubling in 
market value since it sold at 5834 early in 1954. 
Currently, the shares are selling at 11314, within a 
few points of their all-time high, with the new 
stock, selling on a when issued basis in an anticipa- 
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JAMES T. ROBERTS 


tion of the two-for-one split, effective next June 10, 
prevailing around 57. At its recent high, the “when 
issued” stock is selling 21 times 1954 earnings of 
$2.19 a share, and 19.5 times estimated 1955 earn- 
ings of approximately $3.00 a share. With dividends 
on an annual basis of $1.00, the new stock at its 
recent high yields the nominal return of 1.7%. 

Alcoa, one of the world’s two largest producers of 
aluminum and its products. It is also the most com- 
pletely integrated company in its field having prac- 
tically completed a major expansion program started 
in 1951, involving capital expenditures of close to 
$360 million for additions to primary aluminum 
smelting capacity and the enlargement of fabricat- 
ing and processing facilities. Last year gross reve- 
nues, as a result of greater output and strong de- 
mand for aluminum and its products, reached 
record high $713 million and indications, furnished 
by 1955 first quarter gross revenues of $197.7 mil- 
lion as compared with $163.1 million a year ago, 
are that 1955 gross and net income will show fur- 
ther gains. Anticipated increases, however, are 
likely to be at a slower pace than in recent years. 
Long-range prospects for Alcoa justify expectation 
of continued gradual growth, but it appears that 
the common stock at current prices has discounted 
the more immediate outlook. 


Amerada Petroleum Corp., highly successful in 
developing crude oil and natural gas properties and 
having tremendous acreages in various oil fields in 
this country and Canada as well as substantial in- 


terests in Venezuela, long has been a speculative § 


favorite among investors despite the fact that its 
stock is quite volatile. Its market action so far thi 
year proves the point, the stock in early January, 
1955, reaching 23014, up from 166 in 1954, and then 
reacting to 18314. From this low level it has since 
recovered to 196, with the new stock to be issued as 
a two-for-one split moving in harmony. Although 
Amerada’s stock is entitled to be rated a high-grade 
oil issue on which earnings have increased in each 
of the last three years with indications this uptrend 
will continue in 1955, the shares at the recent high 
appears to have outrun immediate growth prospects. 
At that level the stock was selling at 28.7-times- 
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for the new stock. It is believed highly likely that 
the company will better this rate by putting the 
new shares on a $2.00 annual dividend basis, but 
even at that the yield wouldn’t go much above 1.7%. 
The stock is a large-range holding for those uncon- 
cerned about income and who can ignore price gyra- 
tions. 


American Seating Co., the largest manufacturer 
of seating equipment for buses, stadia, churches, 
schools, theatres and other public gathering places, 
has benefited from the broad postwar building pro- 
grams. Net sales since 1946 have increased from 
$10.5 million to 1954 record high of $36.4 million. 
Net earnings, however, for 1954 dropped to 
$1,614,584, equal to $2.52 a share, from 1953 net 
profit of $1,675,114, or $2.63 a share. Several fac- 
tors contributed to bringing about this decline, one 
being a decrease in profits on government business 
and another, perhaps of much greater weight, in- 
creasingly keen competitive conditions. The latter 
undoubtedly prevented raising prices for products 
to balance increased labor and other costs. The 1955 
showing may improve on last year’s figures, the com- 
pany getting off to a good start with first quarter net 
sales reaching $6.5 million, a gain of 13% over the 
initia] 1953 quarter, with net profit amounting to 
42 cents a share, as compared with 24 cents a year 
ago. With equally good results in the remaining 
months of 1955, it appears conservative to estimate 


this year’s earnings at $2.80 a share. At its recent 
high, however, the stock was selling at 13.3 times 


1955 estimated earnings, a rather high ratio for an 
issue of this caliber. 


Bayuk Cigars, Inc., at its recent high of 177%, up 
by 814 points from its 1954 low, appears generously 
priced when weighed in relation to its earnings rec- 
ord and meager dividend yield of 3.3% on annual 
dividend of 60 cents a share. While Bayuk is one 
of the leading cigar manufacturers and has ex- 





and labor costs, have slowed expansion of net earn- 
ings which for 1954 amounted to $1.03 a share, 
compared with $1.02 in the preceding year. 


Copper Range Co., in selling at a high this year 
of 48, presented a clear-cut example of a stock that 
was “over bulled”. Undoubtedly, speculative enthu- 
siasm over this issue was generated by the fact that 
the company’s wholly-owned subsidiary, White Pine 
Copper Co.’s large and rich copper ore deposit, to- 
gether with its new smelter and other facilities went 
into integrated operation early this year, gradually 
increasing copper production to rated capacity of 
75 million pounds a year. As an important copper 
producer, Copper Range has an excellent outlook, 
but in selling at 48, or about 21.3 times estimated 
1955 earnings of $2.25 a share, has discounted near- 
term prospects. 


Crane Co., common, in selling at a 1955 to date 
high of 48%4, established an eight-year market- 
high. This showing was made despite the earnings 
downtrend from $5.31 a share in 1950, to $3.47 in 
1953 and $2.25 in 1954. Although this 100 year old 
manufacturer of valves, heating and plumbing fix- 
tures and materials, is the leader in its field, it has 
had to contend with rising labor costs and adverse 
price conditions during recent years. It is possible 
that efforts to cut operating costs through major 
modernization programs involving several of its 
plants, together with improved demand, will be re- 
flected in a modest gain in 1955 earnings, perhaps 
to $2.40 a share. Even such a showing would mean 
that the stock at its recent high sold at about 20.2 
times indicated earnings. Apparently, the strength 
of the issue has its origin in Crane’s progress in 
bringing Cramet, Inc., its subsidiary, nearer to the 
production of titanium sponge on a commercial ba- 
sis. In addition, another subsidiary, Marine Min- 
erals, Inc., has gotten under way as a producer of 
heavy minerals from company controlled deposits 












































idend 











panded sales volume in recent years, intensified sales for use in titanium sponge operations and for proc- 
promotion efforts, together with increased materials essing into rare earth (Continued on page 320) 
Stocks in a Vulnerable Position 
Alum 
Co. of Amerada Amer Bayuk Copper Crane Houston Int 
America Pete Seating Cigars Range Co Oil Harvester 
1953 
| Earnings Per Share ......................--. $ 2.35! $ 2.92 $ 2.63 $ 1.02 $ 2.34 $ 3.47 $ 5.05 $ 3.46 
III sn icedectsatedictenisilanclensancebitananiisaaiaiii 31! 9434 24% 113% 13% 34'8 79 33 
Price-Times Earnings Ratio’. 13.2 32.1 % 9.6 WI 5.6 99 15.6 9.5 
| aoe $ .78! $ 1.50 $ 1.00 $ .60 $ .40 $ 2.25 $ 2.25 $ 2.00 
Yield Based at High Price 2.5 % 1.5 % 4.1 % 5.3 % 3.0 % 6.5 % 2.8 % 6.0 % 

1954 | 
Earnings Per Share ............. $ 2.19! $ 3.13 $ 2.52 $ 1.03 $ 1.58 $ 2.25 $ 4.83 $ 2.24 
| ; 461 115 34 15'2 26 40'2 112% 38'2 | 
Price-Times Earnings Ratio*. 21.0 36.7 13.4 15.0 16.4 18.0 23.2 17.1 
ee . $ .80! $ 1.50 $ 1.50 $ .60 $ .40 $ 2.00 $ 2.25 $ 2.00 
Yield Based at High Price .... 1.7 % 1.3 % 44 % 3.8 % 1.5 % 4.9 % 2.0 % 5.1 % 

1955 
Estimated Earnings Per Share $ 3.00! $ 4.00 $ 2.80 $ 1.10 $ 2.25 $ 2.40 $ 6.20 $ 2.60 
High Price (To-date) ...................... 585s! 115% 37'2 17% 48 4834 1193 3934 
Price-Times Earnings Ratio’............. 19.5 28.7 13.3 16.1 21.3 20.2 19.2 15.2 
Indicated Dividend ........... $ 1.00! $ 1.50 $ 1.50 $ .60 $ .40 $ 2.00 $ 2.25 $ 2.00 
Yield at 1955 High eoccesooeccoocccoscossooes 1.7 % 1.3 % 4.0 % 3.3 % 8% 4.1 % 1.9 % 5.0 % 
*—Based on year’s high price. 
1—Adjusted for 2 for 1 stock-split effective June 10, 1955. 
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Dividend Payers 


By OUR STAFF 


A: a time when many of the best-grade 
common stocks are selling at high price-times-earn- 
ings ratios the problem confronting investors is how 
to obtain a satisfactory return on equity investments 
without running too great a risk of capital deprecia- 
tion as a result of possible market reaction. 

There are, of course, a number of common stocks 
currently priced to yield comparatively high income 
returns. These represent mostly marginal companies 
with erratic earnings records that point to the pos- 
sibility of dividend payments, sooner or later, being 
revised downward or, in some instances, being 
omitted altogether. Issues in this group are, there- 
fore, in contrast with the common stocks of com- 
panies with strong finances and extensive records of 
stability of earnings and dividends. But these are not 
of much interest to investors seeking as high a yield 
as possible compatible with safety inasmuch as they 
are currently selling on a yield basis equal to that of 
good quality bonds or preferred stocks. 

There are, however, certain issues that not only 
have attractive yields at today’s prices but are of a 
quality comparable with that of other common stocks 
that usually sell on a low-yield basis. The stocks in 
this group are often called “defensive” issues which 
is simply another way of referring to stable-dividend 
payers over a number of years, in peace and war and 
in years of depression and years of prosperity. More- 
over, these are stocks that while not immune to mar- 
ket fluctuations indicate by their records that they 
are not subject to such broad price changes as com- 
mon stocks in general. Because of these qualities, 
these issues, always attractive to the investor inter- 
ested in dependable income, are attracting increas- 
ing investor attention. 

On this and adjoining pages are brief analyses of 
five selected issues in this group that afford satis- 
factory yields with a high degree of safety. 
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BEATRICE FOODS COMPANY AREA SE 


electric 
BUSINESS: This important processor and distributor of milk, cream} customer: 
butter, ice cream, and other dairy products operates processing plants OUTLOO! 
in 28 of the United States and also the Hawaiian Islands. Further 
diversification has been achieved in other products and services, including 
frozen foods, margarine, food specialties, salad dressings, meat items il 
eggs and poultry, commercial feeds, and the operation of cold storage veer tate 
and freezer plants. ee te 


OUTLOOK: Beatrice Foods, now in its 58th year, ranks as one of the fourf to $2.11 
largest companies in the dairy field. Its growth, especially during the} preceding 
postwar years, has been particularly rapid. This has been accomplished} highs in 
by concentrating efforts on developing markets and through acquisitions} current y 
one of the most important of which was the addition in 1953 of the revenues 
plants of Creameries of America, Inc., which extended Beatrice Foods} months, v 
operations clear across the continent to the West Coast and to several} from 69 cs 
islands in the Hawaiian group. Dollar sales have consistently increased] industrial 
in each of the last 10 years, rising from $110.3 million in 1945 to an} expenditur 
estimated $290 million for the fiscai year ended February 28, 1955. This} os well a: 
latter figure is based on the showing for the nine months to November] increased 
30, last, in which net sales totaled $218.7 million, compared with $205.6] 1946, to $ 
million in the like period of the previous fiscal year. More impressive stillf total elect 
net earnings in the 1954 fiscal nine months rose 29% over a year ago} be again 
amounting to $3.3 million, equal to $2.55 a share for the common stock| kw. gener 
This compares with net of $2.5 million or $2.14 a share in the first nine in N. Y. § 
months of the preceding year in which net for the full 12 months way St. Lawren 
equal to $3.90 a share. An outstanding feature of Beatrice Foods is ity "ent, now 
continuing policy of close inventory control and its strong finances. DIVIDEND: 


DIVIDENDS: In addition to cash dividends paid in each of the last 2) on : 
years, current quarterly rate is 55 cents a share, increased from 50 centy (™OUN'S © 


quarterly paid in 1954, plus year-end extra of 25 cents a share. ae 


MARKET ACTION: Recent price of 52, compares with 1954-55 price rang MARKET A 
of High—55%, Low—40'%. At current price, the yield, including 25 cen§ range of 
extra dividend, is 4.7%. attractive y 
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COMPARATIVE BALANCE SHEET ITEMS 





























February 28 
1945 1954 Change | ASSETS 

ASSETS (000 omitted) Cosh & Ma 
Cash & Marketable Securities $ 4,675 $ 11,098 +$ 6 Receivables, 
Accounts Receivable 3,707 14,075 + 10 — & 
nventories 5,047 8,754 + y 
TOTAL CURRENT ASSETS 13,429 33,927 + TOTAL CURI 
Net Property 12,288 30,528 + 
Invest. & Advances 232 1,532 + 
—_ Assets s 990 672 a 1 
TOTAL ASSETS $ 26,939  $ 66,659 $ 39, ABILITIES 
Accounts Payable $ 1,170 $ 4,504 +$ 333 . 
Accruals 208 1.280 + 1,0) pther Liabiti 
Tax Reserve 688 1,322 4 oo, Se 
TOTAL CURRENT LIABILITIES 2,066 7106 + 5,0 —T 
Other Liabilities 120 oo, ip tom 0 
Long Term Debt 2,500 + 2,Sig res Ste 
Preferred Stock 5,986 11,747 + 5,76 “~y Stoc 
Common Stock ........ 12,55 14,441 + 1 <° 
Surplus ee 6.213 30865 + 246 oo. LIAB: 
TOTAL LIABILITIES ......... $ 26939 $ 66659 +$ 33, a Cc. 
WORKING CAPITAL ue $ 11,363 = $ 26,821 +$ 15\4 RA 
CURRENT RATIO ... 65 4.7 =~ 
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NIAGARA MOHAWK POWER CORPORATION 


AREA SERVED: This company, one of the largest single operating gas and 
electric utilities, serves more than 1 million electric and 320,000 gas 
customers located in a fast-growing 22,000 mile upstate New York area. 
OUTLOOK: Niagara Mohawk's postwar record has been one of continu- 
ous expansion in operating revenues. Last year, sales of electricity and 
gas reached a new peak at $210.1 million, 81.9% of which represented 
electric revenues and 18.1% gas revenues. Thus, for the tenth consecutive 
year total revenues continued their uninterrupted climb from $115.3 mil- 
lion in 1945, with net income for 1954 increasing to $27.7 million, equal 
to $2.11 a common share as compared with $2.03 a share for the 
preceding year and $1.92 for 1952. Indications are that new record 
highs in both operating revenues and net earnings will be set in the 
current year. This estimate is based on first quarter electric and gas 
revenues of $63.7 million, up from $58.9 million in the 1954 first three 
months, with net income for the common increasing to 72 cents a share 
from 69 cents in the like period of 1954. To keep pace with the residential, 
industrial and commercial growth of the territory, Niagara Mohawk’s 
expenditures for additional electric generating plants and other electric 
as well as gas facilities totaled, at the end of 1954, $410.4 million and 
increased the utility plant account from $536.5 million at the close of 
1946, to $852.2 million as of December 31, last year. As of that date, 
total electric capacity had been brought up to 3,133,000 kw., and will 
be again substantially increased upon completion in 1957 of a 200,000- 
kw. generator, the largest steam-electric generating unit ever installed 
in N. Y. State. Of considerable importance to Niagara Mohawk is the 
St. Lawrence Power project and in addition, the Niagara Power Develop- 
ment, now before the Congress for approval. 

DIVIDENDS: The various companies, now consolidated into Niagara 
Mohawk as a single operating company, paid dividends in varying 
amounts over a period of years. Since the consolidation in 1950, divi- 
dends on the present company’s common stock have increased from $1.40 
annually to $1.60, the current rate. 

MARKET ACTION: Recent price of 33%, compares with 1954-55 price 
range of High—33%, Low—24%. At current price the yield is 4.8%, an 
attractive yield. 


COMPARATIVE BALANCE SHEET ITEMS 
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December 31 
1945 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 27,817 $ 20,965 —$ 6,852 
Receivables, et .. 8,023 13,751 + 5,728 
Materials & Supplies 7,683 15,014 + 7,331 
Prepayments _ 2,563 1,492 — 1,071 
TOTAL CURRENT ASSETS 46,086 51,222 5,136 
Piant & Equipment 552,321 867,264 314,943 
Invest. & Funds 10,840 1,086 — 9,754 
Other Assets .... 1,625 11,228 + 9,603 
a TOTAL ASSETS $610,872 $930, + $319,928 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 21,504 $ 40,615 +$ 19,111 
Other Liabilities és 6,882 2,221 — 4,661 
Reserve for Deprec. & Amort. 101,519 215,469 + 113,950 
Other Reserves ......... ati 11,529 — 11,529 
-Ly Debt 223,936 341,919 + 117,983 
of Pre Stock . ‘ ‘ 133,193 101,081 — 32,112 
g Common Stock 9,581 164,650 + 155,069 
lus , sticecastaithiinpa bia 102,728 64,845 — 37,88 
TOTAL LIABILITIES $610,872 $930,800 + $319,928 
WORKING CAPITAL . $ 24,582 $ 10,607 —S$ 13,795 
m@ CURRENT RATIO 2.1 2 ~ as] 
MAY 28, 1955 





STERLING DRUG, INC. 


BUSINESS: The company is a leading producer of proprietary medicines 
and a long list of pharmaceutical specialties, the latter primarily for the 
medical and dental professions, as well as a number of diversified house- 
hold and toilet articles. It also produces industrial products, chiefly 
chemicals in bulk, and through divisions and subsidiaries operates plants 
in the U. S., Canada, and other free-world countries. 
OUTLOOK: Since its formation, 23 years ago, as successor by change of 
name to Sterling Products, Inc., the present company has moved steadily 
forward, expanding markets for its consumer products among which 
ere such famous brand names as “Boyer” aspirin, “Phillips” milk of 
magnesia, “Z.B.T.” baby powder, “Midol”’, “Astring-O-Sol”, “Dr 
Lyon’s” tooth powder. This expansion has been materially aided by a 
rising volume of sales in pharmaceutical specialties growing in number 
through extensive research activities which in the last five years have 
added to the list many new ethical drugs. Among these are “Ravocaine”, 
dental anesthetic widely accepted by the dental profession, 
Levophed”, a shock treatment during operations, and “Alevaire”, 
preparation to prevent suffocation of infants resulting from thick mucous 
secretions. With the exception of 1948 when sales dipped slightly below 
the previous year’s volume, business of the company has increased in 
each of the last 22 years. Within that time sales have moved up from 
$24.1 million to a record 1954 high of $164.2 million, the upturn being 
particularly fast during the last 10 years, increasing from $104.5 million 
in 1945. Net earnings for 1954, amounting to $13.1 million, after allow 
ing for preferred dividends, were equal to $3.32 a common share, sur 
passing the previous year’s net of $11.5 million, or $2.91 a share. Based 
on 1955 first quarter earnings of $1.16 a common share as against 96 
cents in the like period of 1954, the current yeor is likely to carry both 
sales and earnings to new high levels. 
DIVIDENDS: With its predecessors has had paid dividends for more than 
a half century. Current rate is $2.40 annually. 
MARKET ACTION: Recent price of 48, compares with 1954-55 price range 
of High—50, Low—36'%. At current price, the yield from present dividend 
is 5 0% 
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COMPARATIVE BALANCE SHEET ITEMS 


December 31 
1945 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 13,076 $ 22,149 $ 9,073 
Receivables, Net 14,263 18,534 : 4,271 
Inventories 26,168 36,132 ; 9,964 
Other Current Assets 153 _ 153 
TOTAL CURRENT ASSETS 53,660 76,815 + 23,155 
Net Property 12,659 36,771 + 24112 
Invest. & Receivables 2,062 786 — 1,276 
Intangibles 14,450 11,739 — 2,711 
Other Assets 2,238 4,345 + 2,107 
TOTAL ASSETS $ 85,069 $130,456 $ 45,387 
LIABILITIES 
TOTAL CURRENT LIABILITIES 19,840 24,871 + 5,031 
Other Liabilities 675 214 = 46) 
Reserves 2,311 4,893 + 2,582 
long Term Debt 14,825 + 14,825 
Preferred Stock 12,500 10,609 — 1,891 
Common Stock 18,747 19,204 + 457 
Surplus 27,996 55,839 + 27,843 
TOTAL LIABILITIES $ 82,069 $130,456 +$ 48,387 
WORKING CAPITAL $ 33,820 $ 51,944 +$ 18,124 
CURRENT RATIO 27 J + 4 
301 
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UNION TANK CAR COMPANY 


BUSINESS: The second largest company engaged in leasing railway tank 
cars owns approximately 50,000 such units, leased under contract to 
various Standard Oil refineries and other important shippers in the 
U. S., and Canada for the transportation of petroleum and other bulk 
liquids. A number of these cars are of the pressure type used in transport- 
ing liquefied petroleum gas and anhydrous ammonia. Also operates 
several car building and car servicing shops here and in the Dominion. 


OUTLOOK: Union Tank's strongly entrenched position as a tank car 
lessor is sharply reflected in its long record of sustained earning power 
and uninterrupted dividend payments on its common shares, its only 
capital stock issue, since 1914, or soon after control of the company 
was divested by Standard Oil of N. J., in accordance with dissolution 
of the latter under court decree. The company’s growth has paralleled 
that of the petroleum industry, operating revenues and net earnings 
rising rapidly in the postwar years with the increase in refinery output 
and petroleum product consumption. Operating revenues in 1954 were 
at a record high for a peacetime year, reaching $28.1 million, with net 
profit of $5.1 million being equal to $2.39 a share on the 2,400,000 
outstanding shares of stock. In the previous year, operating revenues of 
$27.3 million produced net profit of $4.7 million or $2.19 a share, after 
adjustment for the two-for-one stock split in June, 1954. Significant 
features of 1954 operations were the continuing ability to eontrol and 
reduce operating expenses without impairing standards of maintenance 
and service, and construction of 1300 tank cars, all constructed in its 
own shops, to meet the demands of shippers of products other than 
petroleum and petroleum refinery output. Plans for the current year call 
for the construction of 1000 new cars in Union Tank’s own shops, to 
service increased needs of its customers. 


DIVIDENDS: Since the June, 1954, split, the new stock has been receiving 
quarterly dividends of 3712 cents a share. 


MARKET ACTION: Recent price of 29%, compares with 1954-55 price 
range of High—31'2, Low—21%. At current price, the yield is 5.0%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1945 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 16,653 $ 2,955 —S$ 13,698 
Receivables, Net 1,477 3,965 + 2,488 
Inventories 2,350 1,600 — 750 
Prepayments 094 094 
TOTAL CURRENT ASSETS 20,480 8,614 — 11,866 
Net Property 19,159 97,263 78,104 
Investments 1,362 1,6 238 
Other Assets 324 324 
TOTAL ASSETS $ 41,325 $107,801 +$ 66,476 
LIABILITIES 
Accounts Payable $ 1,211 $ 1,695 +$ 484 
Tax Reserve 542 2,536 1,994 
TOTAL CURRENT LIABILITIES 1,753 4,231 + 2,478 
Reserves 3,831 7,976 4,145 
long Term Debt 46,050 46,050 
Capital Stock 30,000 v + 6,000 
Surplus 5,741 13,544 + 7,803 
TOTAL LIABILITIES $ 41,325 $107,801 +$ 66,476 
WORKING CAPITAL $ 18,727 $ 4,383 —$ 14,344 
CURRENT RATIO 12.0 — 10.0 


302 





THE BORDEN COMPANY 


BUSINESS: Ranks as the second largest processor of fluid milk and other 
dairy products and operates throughout the United States and many sec- 
tions of Canada. Output, in addition to fluid and dried milk, includes 
ice cream, condensed and evaporated milk, a wide variety of cheeses, 
instant coffee, soy bean oil and meal, and animal feeds. Its expanding 
chemical division produees formaldehyde, casein and other types of glues, 
molding compounds and other products for industry and the consumer 
market. 

OUTLOOK: The Borden Company, founded upon a business that got its 
start 98 years ago, is well entrenched as a processor and marketer of 
cream, fluid milk and a complete line of other dairy products. Through 
acquisitions of new and successful operating units and scientific research 
it is extending its list of products in both the food and the chemicai 
fields, coupled with energetic merchandising policies; extending opera- 
tions to new territories, and continually improving plants and equipment. 
For the current year alone, capital expenditures of approximately $14 
million have been authorized for modernization, replacement or expan- 
sion of plants and equipment the net value of which since the beginning 
of 1947 to the end of 1954 has increased from $75.3 million to $122.6 
million. During this time shareowners’ equity has grown from $132 mil- 
lion to $194 million while funded debt, represented by 27% debentures, 
now outstanding at $55 million, is being steadily reduced by payments 
into a sinking fund at a rate sufficient to redeem $1,250,000 of these 
debentures annually. The steady growth of Borden can be traced through 
sales expansion from a volume of $208.7 million in 1939 to a record 
high of $792.3 million in 1953. Last year, because of a generally lower 
price level, sales dipped to $792.3 million, a 2% decrease, but product 
volume was greater than ever before. Net income also was at a record 
high of $22.7 million, equal to $4.82 a share of outstanding capital 
stock, compared with $4.71 in 1953 and $4.11 in 1952. 

DIVIDENDS: Payments at an annual rate of $2.80 have been made in 
each of the last five years, continuing an unbroken dividend record that 
began 56 years ago. 

MARKET ACTION: Recent price of 64%, compares with 1954-55 price 
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range of High—74'2, Low—52'%. At current price, the yield is 4.3%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 

1945 1954 Change 
ASSETS (000 omitted) 
Cash Marketable Securities $ 57,940 $ 64,417 +$ 6,477 
Receivables, Net 17,370 43,556 + 26,186 
Inventories 31,475 53,502 22,027 
TOTAL CURRENT ASSETS 106,785 161,475 54,690 
Net Property 65,235 122,651 57,416 
Invest. & Other Rec. 6,880 12,494 5,614 
Other Assets 876 4,446 + 3,570 
TOTAL ASSETS . $179,776 $301,066 + $121,290 
LIABILITIES 
Accounts Payable $ 19,139 $ 27,869 +$ are 
Tax Reserve ms ; 3,481 3,067 _ 
Other Current Liabilities 5,277 11,102 5,825 
TOTAL CURRENT LIABILITIES 27,897 42,038 + 14,1418 
Reserves . 31,738 10,007 — 21,731 
Long Term Debt 12,934 55,000 + 42066 
Capital Stock 66,269 72,731 + 6,462 
Surplus 40,938 121,290 80,352 
TOTAL LIABILITIES $179,776 $301,066 + + $1 21,29 
WORKING CAPITAL $ 78,888 $119,437 +$ 40,54) 
I nein 4.0 8 os 2 
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$ 6,477 
26,186 
22,027 
54,690 
57,416 
5,614 
3,570 
$121,298 
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LY = is the nation’s biggest business. Last 
year, the population’s total bill for food bought in the 
retail stores amounted to $43 billion 585 million. Of 
this amount approximately 31 per cent, or $13 billion 
385 million was accounted for by the major — those 
operating 11 or more units — chain food store or- 
ganizations. This represented a gain of 7.3 per cent, 
equal to $910 million over their volume for 1953, 
continuing the steady rise which has been going on 
in the postwar years with the advent of the modern 
retail food store and the ultra-modern self-service 
supermarket. 

However one approaches a study of the chain food 
stores — statistics, observation and reflection are 
in accord with the secret of their growth lies in the 
amazing phenomenon, the supermarket. These giant 
food department stores, with annual sales ranging 
ip to $3 million per unit, had their birth in the 
lepression years. Then the spreading of overhead 
ty selling from larger stocks, and the saving in 
labor cost by having the customers serve herself 
were essential if some low-income families were to 
rat at all. 

Today, in defiance of centuries of experience that 
rising incomes shunt consumer demand away from 
material goods and into services, we find the food 
ronsumer, despite the peak personal income he is 
generally enjoying, happy to be his own clerk, 
felivery boy, and even — in the spreading use of 
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home freezing compartments and once-a-week shop- 
ing — his own warehouseman. 
Actually — and this is another influence in the 
ising sales of supermarkets — the service element, 
hich has been removed from the mechanics of 
ocery buying since the days of the telephoned 
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order and the aproned delivery boy, 
has been built into the food itself. The 
young wife whose mother prided herself 
on homemade hot rolls, purchased as 
yeast, flour and shortening and as- 
sembled with hard-learned technique, 
serves comparable rolls herself, bought 
ready for browning in the oven. 


Improving the Population’s Diet 


Last year 26 per cent of personal in- 
comes in the United States were ex- 
pended on food. The foods purchased 
25 years ago, in identical quantities per 
person and at 1954 prices, would have 
cost only 18 per cent of personal in- 
comes. Thus nearly 30 per cent of the 
nation’s food bill was divided among 
services which have been built into the foods, and 
the added fresh fruits and vegetables and other pro- 
tective foods which are now customary parts of the 
national diet. 

There’s no way, of course, to compare the in- 
commensurate values of dollars and cents and better 
diet. If there were, it would perhaps be found that 
the increase in value is much greater than the in- 
crease in costs. This is because one of the benefits 
that rise of chain stores has brought the grocery 
trade has been the application of modern methods 
of cost accounting and of pricing. Margins of 
markup were once nearly uniform. Today, markups 
on the foods most often purchased are amazingly 
low. They rise with the luxury nature of the goods 
stocked — or rather with the lower frequency of 
purchase, which comes to the same thing in sales 
totals. 

A more fortuitous cause of the rise of super- 
markets, one they had nothing to do with except 
to take advantage of it, is the postwar exodus from 
the city to the suburbs. This has been caused in part 
by extended rent controls and consequent near- 
extinction of urban building for rental; in part by 
the fostering of the building of millions of little just- 
alike homes for veterans of World War II, and in 
large part by the general prosperity of the postwar 
era, which has allowed multiplied millions of us to 
fulfill that dream of a home in the green fields. 


The suburb and the supermarket are made for 
each other. Today 20 per cent of the nation’s house- 
holds are classed as suburban. This number will 
grow rather than decline; 30 per cent of residential 
building last year was in these areas. 
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In the suburb, the private automobile is the nearly has more than offset the textile slump in the same At ct 
universal mode of travel. The shopping center has general area, so that one of the most successful of 1 
followed the city dweller to the countryside. In the chains is a New England enterprise. The significance} jo) ¢ 
shopping center, surrounded by an acre of asphalt of the industrialization of the South is large, but P 
for parking, stands the supermarket. It has been it is still possible to pay too much to share in its Fo 
scientifically located in respect to the housewives expected benefits. in 19 
it will serve. Often, in fact, its site was chosen and With those general considerations in mind, let onl | 
its occupancy bargained for before the houses were us look at some individual chains: of * 
erected. It is designed for efficiency in moving goods had 
in by truck and out in the customer’s automobile; the j 
last year chain store sales were $34,000 per full- wear 
time employe. American Stores Co. This company, formed in} } +), 

1917, at that time consolidated five grocery chains pawn 
Factors to be Weighed with 1223 stores. Since that time it has grown estim 
principally by acquiring existing chains. Organi- only | 

These general observations are commonplaces. zations thus absorbed represented another 1010 Pre-t: 
They may convince the investor that there are suit- stores. As late as 1946, more than 2,000 of these er ce 
able opportunities in the chain store field, but it is stores were in operation, and sales per store were ie 
impossible to invest simply in chain stores. While $156,349. Since that time, however, American has ps 
a general check-list would be long, and duplicate channeled its sales more and more into fewer and be ~ 
in most respects what one looks for in any invest- larger units, generally called Acme Supermarkets. 70 00t 
ment approach, there are specific qualities which will Stores in operation were 1,076 last March 31; ates i 
help point to a suitable investment in this field: 1,132 a year before that, and 1,289 on March 31, New 

1. Growth. A company that hasn’s been expand- 1953. More than 800 of the surviving stores are in just e 
ing fairly swiftly in the last few years is not likely the supermarket class. For the last fiscal year sales oe 2 
suddenly to note opportunities for such expansion per store were $568,500. Margin of profit from seer 
in the next few. operations is understood to be around 2.5 per cent equive 

2. Sales margins. This is a qualification to be on sales. On last year’s $2 dividend, the recent price eee 
studied with care. Starting up costs of new super- of $50 for the shares represents a 4 per cent return. Scone 
markets are high, and it may well be that a single In April a 5 per cent stock dividend was paid. The 
year’s margins are non-representative. Nevertheless, company’s region of operations includes Delaware, Gre 
it isn’t everyone who can sell groceries at high turn- Maryland, New Jersey, New York, Virginia, West tates 
over and adequate profit, and it is essential to inden- Virginia and the District of Columbia. It is partly bes by 
tify those who can. integrated, operating two packing plants, two can- Salen 

3. Territory. While the whole nation has par-_ neries, four bakeries, a creamery and a condensery. om 3 
ticipated in the postwar boom, some areas have east fit 
been more fortunate than others in this respect. First National Stores, Inc. This New England sooo 
Other things being equal, a chain which is directing chain was formed in 1925 to consolidate three chains naa 
its expansive efforts at the growing section of the having 1639 stores. By 1931 it had acquired seven all of 
country is in a more hopeful situation for the long other groups comprising 1122. First National went 350-od 
run. The reason that this factor is placed third on briskly through the depression, paying $2.50 per ooatl 
our brief list is that it is of less weight, however, year on its original stock from 1930 to 1935, and —y Ve 
than the internal evidence of aggressiveness and bettering that record every year thereafter. The wep 
good management within the company. For one common is the only security issue, and three original nadia 
example, shifts of population within a metropolitan shares have now become eight. At the end of fiscal mer 
area are of more importance to such a local business 1954, the unweildy list of stores had been cut down — - 
as that of a supermarket than are the wide move-_ to 761. Each of these, on the average, had $581,000 seemed , 
ments that interest statisticians. For another, the of sales in the year. Revenues from operations wer¢ om ‘d 
electronics boom which has come to New England at the rate of 3.63 per cent, high for a chain store ee 

ef INCOME 

Pertinent Data on 9 Major Chain Food Store Companies volume 

. See ee ended . 

Sales Ist 2 Mos Earnings Indicated pounire 

Net Incr. or Sales Earnings Per Share Dividend : 7 , 

Sales Decr. over Incr. or Per Share Ist Quar. Price Range Recent For Div ry 

Bacall - 1953 Decrease aie - SS Price 1955 Yield Gran 

ne oR een $611.71 + 3.0% — 1.6%2 $5.503 $-—— 6234-44 50 $2.0019 40% § Years 

First National Stores ..............cssseeesseee NA = oo 5.003 a 624-494 55 2.40 4.3 commo! 

BN III cetincarsinstcosencentisiraintsennes 410.03 +-17.03 —_— 2.403 -- 5834-2414 58 80 1.3 § increas: 

Gramd Union CO. .aaceccsssecncssssceecseeensecee 219.4 + 87 414.34 3.64 — 61%31% 56 1.0010 17 these s 

ene 275.1 +14.0 +13.85 3.01 NA 55-35% 54 2.00 3.7 In the 

EE Eee ere ee ae 1.108.6 + 3.1 +. 26 4.04 75 5234-42 42 2.00 4.7 which \ 

aca nieaailat 520.3 +125 411.86 3.20 77 45%-28'% 43 1.60 3.7 present 

EE ETE 1.813.5 +35 + 8.76 3.47 57 49%-38% 45 2.40 53 tate of 

a 228.07 +12.07 +13.9 917 829 24%-1012 24 .60 2.5 +. 

NA—Not available. 4—5 weeks ended 4/2/55. 8—44 weeks ended 4/30/55. sede 

1—12 months ended 3/31/55. 5—12 weeks ended 3/26/55. 9—40 weeks ended 4/2/55. The | 
2—March, 1955. 6—16 weeks ended 4/23/55. 10—Plus stock. guished 
3—Estimated 7—Year ended 6/26/54 i 
: . In only 
_ — across t 
304 THE MAGAZINE OF WALL STREE 
MAY 28 








same 
essful 
icance 
e, but 
in its 


d, let 


ed in 
shains 
zrown 
rgani- 
1010 
these 
were 
n has 
r and 
kets. 
h 381: 
ch 31, 
are in 
- sales 
from 
r cent 
, price 
eturn. 
1. The 
uware, 
West 
partly 
O can- 
nsery. 


igland 
chains 
seven 
| went 
0 per 
5, and 
. The 
‘iginal 
' fiscal 
down 
81,000 
3 were? 
store. 


es 








TREE 





At current prices of $55 a share, the $2.40 dividend 
of 1954, it repeated this year, would yield 4.4 
per cent. 


Food Fair Stores, Inc. This chain was founded 
in 1934, just in the wake of the depression. It is the 
only food chain which has never operated any kind 
of store other than supermarkets. The first store 
had grown-to 100 in 1948, and to 216 at the end of 
the fiscal year which closed April 30. Sales in the 
year just ended were $410,000,000, according to a 
preliminary estimate by Louis Stein, president. This 
apparent volume of $1.9 million per store under- 
estimates actual size, since several stores were open 
only a few months or weeks of the fiscal year. 
Pre-tax margin per dollar from operations was 3.7 
per cent, Mr. Stein estimated. Food Fair has financed 
its growth through the sale of senior securities. 
Long-term debt, when the fiscal year just ended 
began, was around $30 million, and there are some 
70,000 shares of $4.20 preferred. The company oper- 
ates in Delaware, Florida, Maryland, New Jersey, 
New York and Pennsylvania extensively, and has 
just entered New England by buying four existing 
stores in Connecticut. Its attractiveness as an in- 
vestment is strictly a growth proposition; the 
equivalent 80 cents a year on the recently-split 
common would yield less than 2 per cent on the 
recent price of 58. 


Grand Union Co. This company, like most other 
chains a consolidation of several smaller chains, 
has been a latecomer to the doctrine of super- 
markets. In fact, it still operates 586 of the more 
than 1,000 wagon routes through which the North- 
east first became acquainted with the Grand Union 
name. These are being cut back, however, and the 
score of stores opened during calendar 1954 were 
all of the supermarket variety. Grand Union’s 
350-odd stores spread through Connecticut, Massa- 
chusetts, New Jersey, New York, Pennsylvania, 
and Vermont, and into Canada through an Ontario 
chain acquired in 1953. Volume per store in the year 
ended February 26 was around $625,000. The com- 
pany hopes to raise volume for the current year 
some 36 per cent to cross the $300 million sales 
mark. A full year’s operation of the larger stores 
opened in 1954 may also enable the company to 
improve on the 2.7 per cent realization of pre-tax 
income from sales. Indicative of its growing sales 
volume, Grand Union’s sales for the four weeks 
ended April 30, last, including sales of the newly- 
acquired Food Fair Super Markets of Washington, 
D. C., were $19.9 million. This compares with 
slightly more than $16 million in the comparable 
period last year, an increase of 24 per cent. 

Grand Union has plowed its earnings of recent 
years into expansion, giving the holders of its 
common stock more shares in recognition of his 
increasing asset holdings. In the last five years, 
these stockholders have received three dividends 
in the form of common stock and one dividend 
which was paid to them in preferred stock. At the 
present time cash dividends are being paid at the 
rate of $1.00 annually which, aside from the stock 
dividends, yields 1.78% on current market price 
of 56 for the shares. 


The Kroger Co. This is a national as distin- 
guished from a regional chain. While its stores are 
in only 19 of the 48 states, those states stretch 
across the nation from Pennsylvania to Wisconsin, 
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and down the Atlantic seaboard and the Mississippi 
Valley to Mississippi, Alabama and Georgia, As might 
be expected of an organization in the field since 
1902, its postwar growth has not been as spectacular 
as that of some regional chains, because of the 
larger base it started from. Nevertheless, the 47 
per cent rise of sales between 1947 and 1954 is 
creditable. Kroger, too, has been swinging from 
numbers to size, with year-end totals of 1810 stores 
in 1953 and 1678 in 1954. Two-thirds of these stores 
are in five states — Ohio, Illinois, Michigan, Mis- 
souri, and Indiana — and it is in that area that 
the company has been alert in building new large 
stores in the shopping centers which are growing 
up outside major cities. Average store sales were 
$660,000; it is doubtful that an organization like 
this, with its obligation to keep stores running in 
neighborhoods which depend on them, can ever 
raise this figure to where it compares with that of 
a young regional chain. Margin on sales fell below 
2.5 per cent in 1954 from the 2.8 per cent of 1953. 
Kroger is an integrated marketer, owning bakeries, 
dairies, and a manufacturing plant for candies, salad 
dressings, preserves, peanut butter and the like. 
The market has not been appraising it so highly as 
some other food chain stocks; 1954’s dividend of $2, 
at today’s price around 42, would yield 4.8 per cent. 


National Tea Co. Up until last year, this thriving 
regional chain had an integrated operation centered 
around Chicago, stretching into Michigan, Indiana, 
Illinois, Iowa, Wisconsin, Minnesota, and the Dako- 
tas. In February, 1954, National Tea acquired a 
chain of 28 stores in Baton Rouge, Louisiana, and 
has since expanded into the booming Gulf Coast 
strip of Mississippi by buying existing stores, Last 
year also saw a marked stepping up of size of stores 
and the pace of their acquisition. Plans for opening 
75 supermarkets during 1955 were complete at the 
end of the year, according to H. V. McNamara, 
president since 1946, and another ten stores were 
possibilities. At the end of 1954 there were 711 
stores in operation. The 2.6 per cent margin on sales 
was not impressive, but some of this may well have 
been due to the slump in hog prices. The company 
is a hog packer of medium size, with a plant at 
Fergus Falls, Minn., capable of handling 2,000 ani- 
mals a week. Another packing plant is operated in 
Colorado. The $1.60 dividend, which has been main- 
tained since 1950 (when $3.20 was paid on shares 
since split two-for-one) yields 3.6 per cent at the 
recent price of 45. 


Safeway Stores, Inc. This national chain oper- 
ates from coast to coast, with stores in 23 states, 
the District of Columbia, and five Canadian prov- 
inces, where its operations include a large wholesale 
grocery business. It excludes New England, the 
states bordering the Great Lakes, and the South- 
eastern area bounded by the Ohio and Potomac to 
the north and the Mississippi to the west. While this 
excludes some of the fastest-growing regions of the 
country, such states as California, Texas and Wash- 
ington, which contain more than 750 of the 1998 
Safeway stores, present no lack of opportunity. 
Since 1947 sales have grown by 62 per cent, and 
average sales per store in 1954 were $907,600. Build- 
ing plans of the company — the general procedure 
is to lease on long-term from an insurance company 
or similar institution — include not only super- 
markets in such places as Little Neck, Long Island, 
West Sacramento, Calif., @Continued on page 315) 
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May 

The long-term record shows 
that May has been a so-so month 
for the stock market, bringing 
net gains for both the Dow in- 
dustrial and rail averages in 29 
years, net declines in 28 years. It 
is one of the two months of the 
year—June being the other—in 
which the numbers of net gains 
and losses have been identical for 
the two averages. Whether May 
will be a down month this year 
remains, of course, to be seen. 
However, the _ technical odds 
would seem to point that way, 
taking into account the market’s 
zig-zag 1955 performance so far, 
contrasting with more consistent 
upward tendencies last year; the 
weakening of technical position 
resulting from the March 14- 
April 26 upswing of more than 
39 points for the industrial aver- 
age and about 19 points for the 
rail average; and downward 
tendencies for about three weeks 
up to this writing. The market’s 
long-term June record has not 
been significantly better than that 
of May. 


Summer Rise? 

May-June reaction, or May re- 
action and restricted June fluctu- 
ation, would provide a technical 
basis capable of facilitating a bet- 
ter summer performance. May or 
June lows have been bettered at 
some time within July-August 
with a high degree of consistency ; 
and July or August highs have 
exceeded the May closing level in 
many more years tha» not. The 
latter has been so in 19 out of the 
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last 21 years, and in 49 out of the 
last 58 years, in the case of the 
industrial average. Buying for 
short-term gains aiming at a pos- 
sible summer rise—especially at 
an advanced bull-market stage, as 





in the present instance—cannot 
be recommended. On the other 
hand, investors contemplating 


some selling can usually do it to 
better advantage at some point 
during July or August than dur- 
ing the intervening weeks. That 
is a point to keep in mind. It is 
conjectural whether summer rise 
will take the averages to new bull- 
market highs; but, even if the 











mining, 
chine tools, oils, shipbuilding and 
variety chains. Those faring bet- 
ter than the market have included 
chemicals, finance companies, 
liquor, movies and sugar. 

Soft 


automobiles, gold ma- 


It has become easier than in 
some time for stock buyers to get 
hung up with losses. The indus- 
trial average at this writing has 
declined only about 3% from its 
high, but among the numerous 
stocks which are currently down 
10% or more from their 1955 
highs, with losses from highs run- 
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April highs stand as the top, the ning in a minoritv of instancesfrusts—l 
chances are strong that comple- to over 30%, are Hoffman Elec-per-shar 
tion of the present sell-off will be tronics, Homestake, Lone Starput $9 n 
followed by a rebound of sizable Cement, Lockheed, Magma Cop-fshed u 

proportions. per, Marathon, Merck, Motorfhan a 
Products, National Acme, New-fnd ann 

Stock Groups mont Mining, Newport Newsfor uran 
In recent sessions stock groups Shipbuilding, Bath Iron Works,f Arger 
under more than average pres- Northrop Aircraft, Parke, Davis;fesult fri 
sure have included aircrafts, Pure Oil, Ruberoid, Admiral,ftctural. 
| 
Increases Shown In Recent Earnings Reports | 
1955 1954 

General Motors . ciehs resi icimeainabeeeieeiianiimemaedibanial Quar. Mar. 31 $3.43 $2.13 Amer. Ag 
Georgia Pacific Plywood ........... Quar. Mar. 31 1.26 .27 Colgate-P 
National Steel Corp. Quar. Mar. 31 1.52 87 Pullman, 
Pittsburgh Plate Glass Co. ..... iaenaleipitaiiisien Quar. Mar. 31 1.73 79 Boeing A 
IN III isc ctaeilctencteuisiceionsienaseinanenenend Quar. Mar. 31 2.15 1.18 Cincinnati 
Norfolk & Western Rwy. ................ccccccceeceeeseeeeeees Quar. Mar. 31 1.07 54 Hondaille. 
IN NE aca cilcienhinelinaneticnedbion Quar. Mar. 31 2.79 1.88 Lorillard 
Sylvania Electric Products ...............cccccccecssceeeseeees Quar. Mar. 31 1.03 .67 | Martin (G 
i a Quar. Mar. 31 4.21 1.68 lehn & F 
RD TIN TINS ciccsisnicoctntnncocacescacsncttittinedesienenie Quar. Mar. 31 66 .09 Loew's, In 
——— = 
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Amerada Petroleum, American 
Can, American Motors, Atlantic 
Refining, Atlas Corp., Barber Oil, 
Bell Aircraft, Bendix Aviation, 
Bethlehem Steel, Clevite, Conti- 
ental Motors, Douglas Aircraft, 
Elliott Company, Robert Gair, 





from its high, the stock is no 
bargain. A number of other big 
companies have so: uranium in- 
terest, including Anaconda Cop- 
per, Climax Molybdenum, Kenne- 
cott, Vanadium Corp., Homestake 
Mining, and Union Carbide. Be- 








lowed in order by Foote Mineral 
and American Potash. The latter 
is listed on the Big Board and is 
currently priced around 76. 
Earnings were $3.98 a share last 
year and may be considerably 
higher this year. Dividends are 
on a $2 basis. Foote and Lithium 




















Sharon Steel, Thompson Prod- cause of their other more impor- 
ucts, Tide Water Associated Oil, tant interests, you get a diluted Corp. are traded over the coun- 
* Wnited Air Lines, Warren Foun-_ stake in uranium in buying any ter. Sales and profit of both are 
iry, Warren Petroleum, Westing- of these. The nearer you go to indicated to be in a sharp up- 
house Air Brake and Westing- outright uranium stocks, the trend. Foote earned $1.15 a share 
house Electric. greater is the speculative risk. in 1954, against 1953’s 34 cents; 
Some uranium ventures which and paid 40 cents in dividends. 
support are beyond the mere prospecting The stock’s current bid price is 
: or promised-future-prospecting around 46, or 40 times 1954 net 
, Stocks getting good support re- stage are Algom Uranium Mines, per share. Lithium Corp., paying 
ently and up to this writing in- Gunnar Mines, Preston East no dividend, netted 41 cents a 
% fFlude: American Snuff, Allied Pome Mines, Pronto Uranium share last year, compared with 
hemical, Dow Chemical, Best Mines and Standard Uranium, all 29 cents in 1953. The current bid 
Foods, New York Central, Balti- low-priced to medium-low-priced price is 31, or over 75 times last 
more & Ohio, Chicago, Milwau- Canadian speculations. Whether year’s earnings per share. Per- 
Kee, St. Paul & Pacific; Inter- money can be made out of them haps there is great growth ahead 
ational Salt, Libbey-Owens-Ford jg problematical. If you buy the for these two companies. It will 
lass, Heinz, Textron, Reed Roll- advertised uranium-promotion is- obviously take a lot of it to make 
er Bit, Reynolds Tobacco, Pepsi- sues, without established uranium the stocks worth what they are 
‘ola, Pitney-Bowes, American yes, ysually floated at pennies already selling for. 
ms oad _— ng a Fak per share or perhaps up to $1 a 
aiker, American broadcasting- share, the chances are that you “ 25.099 
g andParamount, Ohio Edison, Florida i) Jose your Ms Chrysler ‘Family 
y betinwar & 13 a ~ will lose your money. ae TOES: een 
Power & Light, American To For investment or speculative 
ludedfacco, National Dairy Products, purposes the Chrysler “family” 
anes, srant, Helme; Johnson & John- Lithium consists of Chrysler and supply- 
pon, and duPont. Lithium is another “glamor” ing companies which are largely 
: metal. It is known to be used, or importantly dependent on sales 
an — with uranium, in the hydrogen to Chrysler. The latter include the 
to get} The word uranium has been bomb; but Government takings strongly-diversified Pittsburgh 
ndus-pble to work magic in the stock are, of course, not revealed. Plate Glass, Electric Auto-Lite 
g hasfarket. Thus, not long ago Atlas Neither is certain other pertinent and National Automotive Fibres. 
m itsforp., investment trust, reached information. Civilian uses are ap- Chrysler’s peak earnings were 
erousk high of 4834, at which it sold parently subject to strong growth, $15.19 a share in 1949, in which 
downfMaterially above per-share asset and this demand may well be in year its highest market price was 
1955pfalue, whereas previously the excess of military demand al- 68144 on dividends of $5.25. It 
3 run-ftock—like those of all closed-end ready, differing in that respect got to 8414 in 1950 on net of 
ances}tusts—habitually sold well under from the uranium situation. The $14.69 a share and peak dividends 
Elec-fer-share assets. Reason: Atlas principal U. S. producers are of $9.75 a share. Best recent re- 
Starput $9 million into buying estab- American Potash & Chemical, sults were $9.04 a share and divi- 
Cop-fshed uranium properties (less Foote Mineral and Lithium Corp. dends of $6 in 1952, with the stock 
Motorfhan a seventh of total assets) The first two produce also a va- reaching 98. The bottom fell out 
New-fnd announced it would explore riety of products other than last year, with net of only $2.13 
Newsfor uranium, among other things, lithium and items derived from a share, but dividends of $4.50 
Jorks,ft Argentina. What profit might lithium. In no case is the lithium were paid, the stock falling to 
Javis;fesult from these ventures is con- “content” revealed. It is probably 5614. The company is now mak- 
miral,fectural. Down about 5 points highest for Lithium Corp., fol- ing a strong comeback. Judging 
by first-half indications, 1955 
— profit might be on the order of 
P P19 a chara Sart la a 
Decreases Shown In Recent Earnings Reports ae eek Ga mae a 
1954 | 1955 1954 basis, but are not likely to ap- 
32.13 |} Amer. Agricultural Chem. ..........ccccc0scceccceeeeee 9 Mos. Apr. 3 $2.57 $3.08 proach best past levels, in view of 
27 MUININEPUIIINUIIIY MII. sccsecenicssecesuessaimsnansiocnenessanees Quar. Mar. 31 .40 1.38 capital needs. The stock is cur 
| rently at 76, against recent high 
87 SEIN IIL, <sutscshidniestiiinndleiicccncspiabebapoaiibicniceabinieatebeies Quar. Mar. 31 58 1.91 of B27. Whether it will ever get 
79 I I ila lial ceca eh ceed iaccadncenictenn a Quar. Mar. 31 1.85 2.58 back to 98 is guesswork. A com- 
1.18 Cincinnati Milling Mach. ................s..s0-sses0eeseeeeeees Quar. Mar. 31 95 4.34 pany which could take a competi- 
54 |[f Hondaille-Hershey Corp. .....ccccccccccvscvscsecessseesseseee Quar. Mar. 31 48 85 tive beating in 1954, might pos- 
ee Quer. Mar. 31 39 63 sibly not be immune to more or 
, less of the same in some future 
67 ES ES RR ae Quar. Mar. 31 83 1.10 year. If you own it, we would sug- 
1.68 Se NE IY “a ccscncasinerecniincnssshibiieiiiiliiniabialiinn 9 Mos. Mar. 31 1.09 1.88 gest holding for possible better 
OT iii aii encima 16 Weeks Mar. 17 34 40 price. To reach for it in new buy- 
= ing is not advisable. —END 
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The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 





This is the time of year, the late Spring, when business 
upturns in the past frequently have reached their peaks and 
begun to level out. Mindful of this, and influenced also by 
the uncertain implications of a possible easing in international 
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tension, business men and 
investors recently have be- 
gun to search more closely 
for any indications that 
might point to any slowing 
down in the pace of busi- 
ness. 

With 1955 now nearly 
half over, there is ample 
evidence that—measured as 
a whole—business activity 
this year will far surpass 
1954 and may even run a 
little ahead of the record 
high attained in 1953. How- 
ever, there is a_ certain 
amount of double talk in 
such statements, which the 
statistically minded appre- 
ciate. For, even if business 
activity were to slow down 
in the latter part of the year, 
1955 still would be an ex- 
tremely good year — mea- 
sured as a whole. Since the 
business “climate” often is 
measured by current rather 
than cumulative develop- 
ments, this statistical fact is 
well worth noting. 

Business activity as a 
whole, measured by the 
Federal Reserve Board in- 
dex of industrial production, 
now is approximately 10 
percent higher than the low 
point of the 1954 “reces- 
sion” registered about a 
year ago. The upturn, al- 
though quite general in the 
various lines of business ac- 
tivity, has been extremely 
irregular, and it is these ir- 
regularities that are the 
source of considerable con- 
cern among numerous busi- 
ness men and economists. 

For instance, motor ve- 
hicle production during re- 















cent weeks has run 
approximately 40 
percent higher than 
in the comparable 
periods last year. 
Here, the possibility 
of labor difficulties 
has been a factor 
of some importance maving 
in the steepness of n 3 vw - 
the cyclical produc- ¢ : Nerve 
tion rise. A number ; iia 
of other producers, aa 
direct or indirect sigati 
suppliers to the mt. ee 
motor vehicle in- ] ee 
dustry, have been ee Sined 
influenced although 
not to the same ex- 
tent. > 2.37 
Industries directly affected include steel, nonferrous metals, k 
tires, glass, and textiles (for upholstery). Shipment of sheet In Ps 
steel—used primarily by the motor vehicle makers and to an . 
important but lesser extent for some household appliances- 
recently have been running at an even higher rate over of, 
year ago than has motor vehicle production. Demand for ated 
some types of steel is only a little larger than last year se fi : 
that the year-to-year gain for sheet steel is well above that “ 195 
for total steel shipments. ii 
Somewhat similarly, manufacturers’ shipments of tires fof 7”. 
new equipment have been running far ahead of replacement ptm 
shipments and at a rate equivalent to approximately 10 milf” °Y° 
lion cars and trucks annually. Analysis of some of the other 
“related” industries undoubtedly would reveal similar wideg*2S 2 
irregularities as a result of the relationship of certain products ~ de 
to the automobile industry. 34 mi 
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A number of industries have picked up steam, apparent! = s 
entirely on their own, and many contend that continued ay of | 
strength in these will offset any slowdown in motor vehiclesg '"°!S T 
This is quite possible, but some consideration probably should that 
be given to the factors affecting these industries. Despite oug”® of | 
vast amount of economic and statistical knowledge, we know, ?!" fa 
very little of the extent of dependence and independence Y©" th 
of various industries, and of their sensitivity to apparently'"9 °c 
unrelated industries. ands f 

xed-incc 


It is apparent that, here and there, a few quite independe 
lines of activity have built up a bigger head of steam tha 
they seem capable of maintaining. Among these, for instance 
is the footwear industry, which has been operating at a 1 
per cent higher annual rate than most optimistic annual emRADE—C 
pectations. Such instances as these present real difficultie$mountir 
in endeavoring, from a purely statistical point of view, Mary rep 
project the probable business “climate”. onal ad 
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ONEY & CREDIT—The Treasury's recent offering of 
5-month 2% notes for approximately $2.5 billion in 
ash and in exchange for maturing certificates has had 
ome unexpected repercussions on seasoned bonds. 


riced rather high for today’s money market, the new 


sue did not awaken any great initial response from 
vestors. As a result, the Federal Reserve, which can- 
ot afford to let a Government offering founder, was 
pnstrained to help out by purchasing outstanding Fed- 
al securities, thus easing short-term rates and provid- 
g a market that would be more responsive to the new 
ssue. The offering still had rather rough going despite 
e Central Bank’s intervention with only 82% of the 
aturing certificates exchanging for the new notes, 
aving the highest attrition rate for a Government 
unding of recent years. Nevertheless, the Federal 
eserve’s indication that it would intervene in the mar- 

when help was really needed, was enough to bolster 
timent in investment circles. Longer-term Government 
bligations strengthened as a result, with the 40-year 


ws and the 3%s of 1983-1978 each adding '% point in 


two weeks ending May 16, while the Victory 2's 
pined %. Corporate obligations lagged but tax exempts 


ipiso trended upward and the Bond Buyer's yield index 
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fa representative group of these obligations declined 
9 2.37% on May 12, down 3 basis points in a two 
eek period. 

In the municipal field, a relative scarcity of new offer- 
ngs has been conducive to higher prices. New state and 
ocal issues in April amounted to only $415 million, 
harply under the $735 million of new bonds that were 
loated a year earlier. The April dip brought offerings in 
e first four months of this year under the correspond- 
hg 1954 months with the total so far in 1955 at $1.8 
illion, versus $2.1 billion for the earlier period. The 
pntraction in the supply of new municipal issues may 

due for a rapid change, however, with bottlenecks to 
rnpike financing on their way to solution. Both the 
exas and Florida Turnpike Authorities have just won 
burt decisions, clearing the way for issuance of some 

134 million of toll road bonds. Coming closer, too, is a 
nited States Supreme Court decision on the constitution- 
lity of the Commission planning the huge $400 million 
linois Turnpike financing. Investors must also face the 
uct that no let up is in sight as yet for the record vol- 
me of home mortgage and installment borrowing, the 
ain factors in the large current demand for funds. 
iven this background, plus an official policy of tight- 
ming credit to counteract increases in non-Federal de- 
ands for money and we must expect that any rise in 
xed-income obligations would be of a limjted nature. 





oO 
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ADE—Dollar volume of retail trade was higher in April, 
ounting to $15.5 billion, according to the prelimi- 


Gory report of the Commerce Department. After sea- 


onal adjustment this constituted a 1% advance over 
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March and a 7% gain from a year ago. The automotive 
group continued to lead the advance, topping April, 
1954 sales by 10%. Food, furniture and appliance stores 
also did decidedly better than a year earlier while 
other retailers had to be content with a modest improve- 
ment. 


INDUSTRY—Industrial output rose further in April mak- 
ing the eighth consecutive month of higher production. 
The Federal Reserve Board’s seasonally adjusted index 
of industrial output rose 1 point to 136% of the 1947- 
1949 average. At this level it was bordering on the all- 
time high of 137, reached in 1953. Last month’s increase 
in output was most pronounced in durable goods, with 
primary metals, metal fabricating and machinery show- 
ing the greatest strength. Steel production continued to 
expand and was even higher in early May, reaching 
an all-time top for weekly output. Among nondurables, 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Mar. 3.5 3.0 3.8 1.6 INDUS 
, INDUS 

Cumulative from mid-1940 Mar. 583.5 580.0 540.8 13.8 (Continued from page 309) Mini 
FEDERAL GROSS DEBT—$b May 10 276.6 2767 271.0 55.2 | most changes were of a minor nature, sa 
MONEY SUPPLY—$b although rubber and leather products non 

Demand Deposits—94 Centers May 4 56.0 57.0 54.0 26.1 showed a good gain in output. CARLC 

Currency in Circulation May 11 29.9 29.8 29.8 10.7 Misc. 

—_ _— Mdse 
BANK DEBITS—(rb)** Grai 

New York City—$b Feb. 63.0 60.8 62.4 16.1 COMMODITIES—The Bureau of Labor |—— 

344 Other Centers—$b________ Fe, 1024 869978 94.8 29.0 Statistics’ index of spot prices of 22 | HEC. | 
PERSONAL INCOME-$b (cd2) Mar 294.2 292.4 285.0 102 leading commodities improved slightly J sort « 

Salaries and Wages _| Mar 202 200 195 99 in the two weeks ending May 13, toclose J cum 

Proprietors’ Incomes ————— ee 50 50 49 23 at 89.5% of the 1947-1949 average, Stock 

Interest and Dividends Mar 25 25 24 10 versus 89.2% on April 29. Raw food- PETROI 

Twancler Payments ilies 17 17 16 10 stuffs posted the best gain during the ae 

—<—$—$—$—_—_—— ; ; e - ‘ 

(INCOME FROM AGRICULTURE) Shi 16 16 16 3 period, adding 1.3% while textiles and = 
ott cetera ica i ee ne —__—_— | fibers were up 0.9%. Other com- 7 
POPULATION—m (e) (cb) Apr. 164.7 1644 162.0 133.8 ponents of the index were moderately J ‘’*! 
Non-Institutional, Age 14 & Over__| Apr. 117.1 117.1 116.0 101.8 lower with industrial commodities los- J "ee" 
Civilian Labor Force __._..._._____| Apr. 64.6 63.7 64.1 55.6 ing 0.6%, livestock down 0.7%, metals I use 
Armed Forces Apr. 3.1 3.2 3.4 1.6 off 0.7% and fats and oils giving up stock 

unemployed Apr. 3.0 3.2 3.5 3.8 1.0%. 
Employed Apr. 61.7 60.5 60.6 51.8 STEEL § 
In Agriculture Apr. 6.2 5.7 6.1 8.0 — Cumu 
Non-Farm Apr. 55.5 54.8 54.5 43.2 ENGINE 
Weekly Hours Apr. 41.2 41.3 41.4 42.0 | CONTRACT CONSTRUCTION AWARDS] aw, 
EMPLOYEES, Non-Farm—m (1b) Agr. 48.6 482 a1 a5 received by builders in April amount- come 
ed to $2,322 million for the 37 states | 

Government Apr. 6.9 6.9 6.7 4.8 . . MISCELI 

Trade Aor 10.5 10.4 105 79 East of the Rockies, according to data | 

vacenine ral 128 128 98 mapa compiled by F. W. Dodge Corporation. J Paper 

= ‘ ' : : This is 9% ahead of March and a gain] Ciser 

Weekly Hours Apr. 40.2 40.7 39.0 40.4 . . D 
; of 37% over April, 1954. Nonresiden- | °. 
eae ene ae _ ba pen ape sehen tial building contracts last month Do. 
Weekly Wage ($) Apr. 74.77 75.30 70.20 1. one —— 

: = mane ee ad 21.33 | amounted to $706 million, 17% above a 
PRICES—Wholesale (ib2) May 10 110.4 110.4 110.9 66.9 a year ago. Residential awards, at ff cdlb—c« 
Retail (cd) Feb. 207.6 207.3 2089 116.2 $1,070 million achieved a 34% year- }{1935-9- 
—EE aed ——— . . * tons. m- 

COST OF LIVING (1b2) Mar. 143. 1143 +1148 659 | to-year gain and heavy engineering J.) ,., 
contracts of $546 million had an 88% fy 46,4 

Food__ Mar. 110.8 1108 112.1 64.9 : #—shor 

advance over April, 1954. — 

Clothing Mar. 103.2 103.4 1043 59.5 ‘ 

a ae 1208 non cane pars At the same time, actual construc- 
le es a RE ed : tion activity rose to $3,225 million, a]- 
RETAIL TRADE—$b** seasonal advance from March outlays Ino. of 

Retail Store Sales (cd) Mar 15.1 14.8 13.9 47 of $2,934 million, but 15% ahead of Jisues (1 

Suscite Goats Mar 5.5 52 49 11 a year ago. Private residential build- 90 Con 
Non-Durable Goods Mar 9.6 9.6 9.0 3.6 ing was 32% above April, 1954 and 4 Agric 
Dep't Store Sales (mrb) _____| Mar 0.86 0.85 0.79 0.34 | commercial construction did 41% bet- 3 air c 
Consumer Credit, End Mo. (rb) ine 29.9 29.5 27.8 9.0 ter. Public construction outlays were | ; Aircr« 
nchanged f i |. Aislin 
MANUFACTURERS’ : oe eng A ar) earlier - 4 Alumi 
though roadbuilding had a 7% gain. 7 , 
New Orders—$b (cd) Total**______| Mar 27.7 25.6 22.9 14.6 . atc 
In the first four months of this year, }9 Autor 
Durable Goods Mar. 14.0 12.7 10.2 7.1 ° . 
eager in a9 wrap op total construction expenditures were [J 6 Avtor 
oe nai a aye" - lai pevagh pone ps lan 14% above the corresponding 1954) Awe 
a (ed)—Totals F ‘ ' 8.3 period, with private residential build- J; hee 
Durable Goods Mar 13.1 12.4 11.4 4.1 ing up 35% ; emi 
Non-Durable Goods _ | Mar 13.3 12.8 12.7 4.2 , | 4 soe 
BUSINESS INVENTORIES, End Mo.** le Ewe 
n 
Total—$b (ed) Mar 77.8 77.7 80.1 28.6 7 >to 
Manufacturers’___ ___ | Mar 43.7 43.7 45.8 16.4 LIQUID SAVINGS by individuals rose 2 Dairy 
~ Mar 11.6 11.6 11.8 41 $20.7 billion last year while debts were |] 6 Depar 
Retailers’ Mar 22.5 22.4 226 8.1 $9.0 billion higher, leaving a net gain : “tag 
e ere ec. 
Dea? Store Stocks (aut) Mar. 2.4 24 24 11 for saving of $1 1.7 billion. In 1953, Bo Fincne 
the net gain in saving amounted to ]¢ Food 
BUSINESS ACTIVITY—1—pc May 7 208.0 207.4 861856 =141.8 | $11.8 billion. Currency and bank de- 3 Food 
(M. W. S.)—1—np May 7 263.0 262.2 2307 146.5 posits were $6.8 billion higher with | 
a EE 
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Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—Ia np (rb) Apr. 136 135 123 93 demand deposits | up $2. 7 billion while 
Mining —| Apr. 121 122 109 87 time deposits gained $4.4 billion. Sav- 
Durable Goods Mfr... —______| Apr. 151 148 134 88 ings and loan association garnered 
Non-Durable Goods Mfr._________| Apr. 124 123 115 89 $4.5 billion of last year’s savings while 

CARLOADINGS—?—Total May 7 741 730 648 933 $7.9 are went into goer og ~ pot 
Mise. Freight May 7 382 379 337 379 — o agg were on - + bal oll 
in 8 et May 7 60 61 62 66 .n ig 4 as against a $5. ns - 
Grain May 7 47 49 46 43 advance the previous year. e I- 

ae sasommnaeman —_— : - minution reflected heavy liquidation of 

ELEC. POWER Output (Kw.H.) m May 7 9,586 9,699 8,438 3,266 marketable United States Government 

SOFT COAL, Prod. (st) m | May 7 87 8.6 4s 10.8 cero tae Fan on — Addi- 
Cumulative from Jan. 1 —___| May 7 152.7 144.0 131.5 44.6 — ee eee 
issn Gail Mn | pees 63.7 63.8 72.0 618 ties amounted to $2.5 billion, the same 

s, ’ . I ; : : 
— a — ain as in 1953. In the field of debt, 
g 

PETROLEUM—(bblis.) m | home mortgage obligations jumped 
Crude Output, Daily__ | May 6 6.7 6.8 6.4 4.1 by $8.6 billion versus a $7.0 billion in- 
Gasoline Stocks | May 6 174 177 176 86 crease the previous year. This trend 
Fuel Oil Stocks May 6 43 44 45 94 | was accelerating as 1954 drew to a 
Heating Oil Stocks a May 6 71 68 64 55 close with the increase in the fourth 

_ oe | quarter amounting to $2.8 billion as 

MEER, Hred—(86. &.) = | oe? = = -_ or | : ainst a gain ad oa "a 5 billion a 
Stocks, End Mo. (bd. ft.) b_____| Mar. 9.1 9.1 9.2 7.9 g 9 aia 

rn : | year earlier. 
STEEL INGOT PROD. (st) m Apr. 9.8 10.0 7.0 70 | 
Cumulative from Jan. 1 — 37.1 27.3 29.3 74.7 | * * 
T TION | , 
gored CONETENS — a _ oon - Manufacturers shipped 8,684,817 
— (en) ”v passenger car TIRES in March, a 21% 
Cumulative from Jan. 1 -_-__ May 12 6,664 6,205 4,724 5,692 : mn 
ce tN 0 gain over February and 30% ahead of 

MISCELLANEOUS March, 1954, the Rubber Manufac- 
Paperboard, New Orders (st)t_____ | Moy 7 373 290 292 165 turers’ Association has reported. Tire 
Cigarettes, Domestic Sales—b | Feb. 28 32 27 17 production in March amounted to 

Do., Cigars—m _ Feb. 438 446 444 543 8,810,010 units, an all-time record and 
Do., Manufactured Tobacco (Ibs.)m. | Feb. 15 16 16 28 | 16.7% ahead of the previous month. 
b— Billions. cbh—Census Bureau. cd—Commerce Dept. ‘ed2— Commerce Dept., sonsenelly adjusted monthly totals at annual rate, before taxes. 
edib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
1935-9—100). la—Seasonally adj. index (1947-9—100). lb—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa 
tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week _ended December 6. ** Seasonally adjusted. 
THE MAGAZINE OF WALL STREET ‘COMMON STOCK INDEXES 
| 1955 1955 

No. of 1955 Range 1955 1955 Nov. 14, 1936 (CIl.—100 High Low May 6 May 13 

ssues (1925 Ci.—100 High Low May6 May 13 100 High Priced Stocks 199.0 180.6 197.9 194.4 

300 Combined Average 309.3 282. 0 307.2 302.5 100 Low Priced Stocks 383.1 343.5 378.4 372.1 

4 Agricultural Implements 313.5 264. 9 300.0 297.3 4 Gold Mining 806.0 684.8 763.2 720.4 
3 Air Cond. (‘53 Cl.—100)... 116.0 103.2 104.4 103.2L 4 Investment Trusts 157.1 143.8 151.2 148.2 

10 Aircraft (‘27 Cl.—100 1084.9 880.9 918.0 880.9L 3 Liquor (‘27 Cl.—100 1036.9 961.3 982.9 1004.5 

7 Airlines (‘27 Cl.—100 1190.5 971.2 1159.2 1148.7 9 Machinery 395.8 317.7 359.9 350.1 

4 Aluminum (‘53 Cl.—100).... 256.1 191.1 250.2 248.2 3 Mail Order 178.9 159.3 172.4 178.9 

7 Amusements ........... 169.4 147.0 167.8 169.4H 4 Meat Packing 134.4 112.8 134.4 129.6 

9 Automobile Accessories : 346.4 308.3 340.0 330.5 5 Metal Fabr. (‘53 Cl.—100 178.8 155.9 172.2 170.6 

6 Automobiles ; 48.9 44.3 47.5 46.2 10 Metals, Miscellaneous 401.6 358.2 383.5 372.7 

4 Baknig (‘26 Cl. —100). ansioai 29.8 27.8 28.9 28.9 4 Paper 912.5 767.1 912.5 904.4 

3 Business Machines . 857.5 657.4 810.9 810.9 22 Petroleum 632.1 590.0 614.0 604.0 

6 Chemicals ‘ snateins 505.9 466.6 501.0 505.9H 22 Public Utilities 249.1 234.8 246.7 244.3 

3 Coal Mining ......... - 19.4 14.8 18.9 7.1 | 7 Railroad Equipment 88.4 73.4 81.6 80.9 

4 Communications  ..........s0000 116.6 103.9 112.4 112.4 20 Railroads 75.9 64.7 75.9 73.9 

9 Construction .. acted 119.6 106.4 117.4 115.2 3 Soft Drinks 528.9 459.9 515.1 510.5 

7 Containers sistant 718.6 675.1 696.9 689.6 11 Steel & tron 253.1 219.2 248.6 241.8 

7 Copper Mining ............0.+ 280.1 222.2 263.9 257.0 4 Sugar re , 68.8 56.1 67.6 67.6 

2 Dairy Products .............. 124.7 117.6 123.5 123.5 a... ae siasiniatbilnl 888.6 813.2° 838.3 838.3 

6 Department Stores ............ 86.5 80.0 85.6 84.8 10 Television (‘27 Cl.—100).... 46.4 40.7 46.4 45.6 

5 Drugs-Eth. (‘53 Cl.—100).... 151.2 129.6 145.8 144.5 5 Textiles , WareReS: 26 166.4 148.4 163.3 166.4H 

6 Elec. Eqp. (‘53 Cl.—100).... 174.7 156.0 163.8 160.7 | 3 Tires & Rubber. iseineidaabihiaaes 158.1 137.8 155.2 152.3 

2 Finance Companies a 626.5 589.6 614.2 626.5 DP siicrinticadiiniionntninincions 89.6 81.9 88.8 87.9 

ees 300.6 266.6 295.4 290.2 2 Variety Stores .............. 315.0 290.1 296.3 290.1L 

MMII GUIINE cctcccicnientncnndencene 149.2 137.7 149.2 147.8 | 15 Unclassif’d (‘49 Cl.- -100 155.2 146.3 152.3 149.3 

H—New High for 1955. L—New Low for 1955. 
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Trend of Commodities 











Most commodity futures were able to show price im- 
provement in the two weeks ending May 16, despite the 
better outlook for peaceful international relations. The 
Dow-Jones Commodity Futures Index rose 1.79 points 
during the period to close at 154.27. This advance oc- 
cured in the face of lower coffee prices, an important 
factor in the index. July wheat gained 5 cents in the 
two weeks under review to close at 199%. The Depart- 
ment of Agriculture’s latest crop estimate, forecast a 
653 million bushel harvest of winter wheat, which is 
9 million bushels under estimate of a month earlier and 
138 million bushels below the 1954 winter wheat crop. 
The drought belt has been getting needed rain recently, 
but it is rather late for this to be of much help. As of 
April 15, 401 million bushels of the 1954 crop had 
been placed in the Government loan, which goes far to 
explain the current scarcity of “free” supplies. July corn 


was up 1 cent in the two weeks ending May 16, § 
close at 147. It is still early in the growing season fj 
this commodity and weather conditions thus far aj 
about average. Sales of Government-owned corn hay 
been decreasing recently while farm selling pressuy 
has been light. Both of these influences have help 
prices. July cotton added 37 points in the fortnight und 
review to close at 34.24 cents. Although weather cond 
tions in some areas leave much to be desired, yet t 
crop as a whole seems to be making normal progre 
The acreage planted to cotton this year is lower than j 
1954 because of reduced Federal acreage allotments b 
farmers are reportedly using more fertilizer which shoul 
make for higher yields per acre. Cotton exports are st 
disappointing with total overseas shipments for the s 
son to date only 4% ahead of a year ago, although so 


improvement has been noted recently. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES ore to I 
Spot Market Prices — 1947-1949, equals 100 — - 
Date 2Wks. 3Mos. 1 Yr. Dec. 6 Date 2Wks. 3Mos. 1 Yr. Dechlag = t 

May 13 Ago Ago Ago 1941 May 13 Ago Ago Ago 194 } ° 
22 Commodity nde acseccsccccsssseeseor 89.5 89.2 91.3 92.9 53.0 5 Metals cceccccccscosssscscesssssssassnsseeeeeesen 105.3 106.0 104.1 93.2 ve in 
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addressed envelope. 
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e Personal Service Department of THE MAGAZINE OF WALL STREET 
il answer by mail or telegram, a reasonable number of inquiries on 
y listed securities in which you may be interested or on the standing 
d reliability of your broker. This service in conjunction with your 
bscription should represent thousands of dollars in value to you. It 
subject only to the following conditions: 

. Give all necessary facts, but be brief. 

.Confine your requests to three listed securities at reasonable 


} No inquiry will be answered which does not enclose stamped, self- 
| No inquiry will be answered which is mailed in our postpaid reply 


| Special rates upon request for those requiring additional service. 





May Department Stores 

sa subscriber to your magazine, will 
i please give me current information 
yarding May Department Stores, 
ancial position and also prospects?” 

H. S., Philadelphia, Pa. 
The May Department Stores 
mmpany operates 10 downtown 
ores, 17 branch stores and a 
hopping center, located in nine 
etropolitan areas—from Balti- 
ore to Los Angeles. The record 
‘the company is better than the 
verage in its industry. Annual 





vr. Oeles in the future are expected 


be increased appreciably by 

rious expansion projects, most 
5#@ which are to be completed by 
le end of 1955. 

The May Department Stores 
mpany had net earnings of 
16,996,000 in the fiscal year 1954, 
hincrease of $506,000 over earn- 
gs of $16,490,000 in the preced- 
g year. 

Sales during the fiscal year 
Med January 31, 1955, were 
4,371,000 or $9,778,000 lower 
an sales of $454,149,000 in the 
al year 1953. 

Earnings per share of common 
ock in fiscal 1954 were $2.70 
fainst $2.62 in the preceding 
ar. Dividends were $1.80 per 
are in both years. 

The company invested $16,017,- 
in property plant and equip- 
ent during the year. The year- 
wed ratio of current assets to 








5.8 rent liabilities was 2.81 to 1, 
75  ®ainst 3.11 to 1 at the beginning 
STRE 
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of the year. There was no sub- 
stantial change in merchandise 
inventories, which amounted to 
$52,281,000 at the end of the year. 

Sales in the first quarter of last 
year, as compared with the pre- 
ceding year, began to decline and 
hit a low point about mid-year. 
However, sales in the latter part 
of the year offset earlier decreases 
to a considerable degree. Fourth 
quarter sales were 6.3% greater 
than the preceding year. The up- 
ward trend in sales was continu- 
ing in 1955. 

Last year’s decrease in consoli- 
dated sales was attributed to a 
decline in business activity that 
affected sales at some of the com- 
pany’s stores during the first half 
of the year and to a strike that 
hampered delivery of merchan- 
dise by Kaufman’s Department 
Store, the company’s large Pitts- 
burgh store. 

The company’s expansion pro- 
gram includes three suburban 
branch stores under construction 
in Los Angeles, St. Louis and Den- 
ver and scheduled to open in the 
summer and fall. Also nearing 
completion is a 10 story addition 
to Kaufman’s in downtown Pitts- 
burgh. 

During 1954, the company ac- 
quired the Sharon Store in 
Sharon, Pa., and its Akron store 
the M. O’Neil Co., opened a com- 
plete shopping center between the 
cities of Elyria and Lorain, Ohio. 


















In addition, the downtown Den- 
ver store was extensively remod- 
eled; O’Neil’s doubled the capac- 


ity of its parking garage in 
downtown Akron, increasing it to 
1100 parking spaces; and Kauf- 
man leased two garages that are 
being built in downtown Pitts- 
burgh. 

Sales have been following an 
upward trend since last summer 
and with the new branch stores 
and additions the outlook for the 
company over coming months ap- 
pears favorable. 


Public Service Electric & Gas Co. 
“I am interested in a good inceme 
return from a good quality stock in a 
stable industry. Please furnish recent 
earnings of Public Service Electric & 
Gas of N. J. and also express an opin- 

ion on the outlook for the company.” 
G. S., Toledo, Ohio 

Public Service Electric & Gas 
serves a population of almost 4 
million in New Jersey. About 
three quarters of the revenues 
come from electricity and the rest 
from gas. A _ non-consolidated 
transit subsidiary furnishes 
transportation for most of the 
state. The area served is engaged 
in broad manufacturing activi- 
ties. New highway construction 
enhances the territorial growth. 
The stock is of good quality and 
yields an excellent income return. 
Earnings have shown good sta- 
bility and moderate growth. 

The improving trend in busi- 
ness in the latter months of 1954, 
which made it possible last year 
for Public Service Electric & Gas 
Co. to exceed its previous high 
records for revenues from sales of 
electricity and gas, has carried 
over into 1955. With industrial 
activity at a high level, increased 
sales of electricity and gas for 
industrial use can be expected. 
The growth in residential and 
commercial sales should also con- 
tinue at a good rate with generally 
prosperous conditions prevailing 
and the increasing utilization of 
new appliances. Earnings first 
quarter 1955 rose to 83¢ per com- 
mon against 72¢ last year. 






































































Burroughs 


222nd CONSECUTIVE CASH DIVIDEND 
A dividend of twenty-five cents ($.25) 
a share has been declared upon the 
stock of BURROUGHS CORPORA- 
TION, payable July 20, 1955, to 
shareholders of record at the close of 
business June 24, 1955. 


SHELDON F. HALL, 


Vice President 
and Secretary 


Detroit, Mich., 
May 5, 1955. 








DIVIDEND NOTICE 
Jefferson Lake Sulphur Company 


The Board of Directors, at a 
meeting on May 16, 1955, de- 
clared the regular quarterly div- 
idend of 40¢ per share on the 
Common shares (Dividend No. 48), 
payable June 10, 1955, to share- 
holders of record, May 27, 1955. 


CHAS. J. FERRY 
Vice-President & Secretary 
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Dividend Notice 


A quarterly dividend of $.55 per 
share has been declared on the 
Common Stock of the Corporation 
payable June 10, 1955 to share 
owners of record at the close of busi- 
ness May 20, 1955S. 


ALLEN D. MARSHALL, 
Secretary 
1955 


New York, New York, April 29, 


GENERAL 
DYNAMICS 


CORPORATION 
445 Park Avenue, New York 22, New York 
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An Expert Appraises 
Commodity Price Trends 
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for all, federal controls over 
wheat production and prices. 


Rejection of Wheat Marketing 
Quotas Would Tend to Depress 
Other Farm Products 

Theoretically, rejection of mar- 
keting quotas should not affect 
wheat prices until the 1956 winter 
wheat crop starts to move to mar- 
ket about a year from now. But, 
as we know, prices tend to dis- 
count future events, particularly 
where the markets are highly or- 
ganized. The CCC loan rate of 
$2.06 cents for the 1955 crop, 
farm basis, is slightly lower than 
recent market prices and might 
prove to be more of a ceiling than 
a floor. 

Any prospect for lower prices 
for wheat would tend to.depress 
the value of corn, soybeans, and 
high protein meals with subse- 
quent pressure on prices of live- 
stock, meats, poultry, and dairy 
products. For, if there is any 
quantity of low-priced wheat, feed 


uses would increase at the ex- 
pense of other feeds. Actually, 
since our entire agricultural 


economy is so closely interrelated, 
there is no way of knowing how 
far rejection of wheat marketing 
quotas might be felt. Even cotton, 
which seldom has dipped under 
its CCC support level and then not 
for long, might be affected. 

If marketing quotas are ap- 
proved in the June wheat refer- 
endum, more steadiness can be 
expected in the farm price struc- 
ture. But, the probabilities are 
in view of the huge supply situa- 
tion — that pressure on the aver- 
age level of farm products prices 
will continue during the coming 
months at about the same pace as 
during the past 12 months. Land 
taken out of cotton and wheat 
through acreage restrictions is 
being devoted to increased pro- 
duction of other crops, thereby 
putting additional pressure on 
these. 

1955 wheat production, winter 
and spring wheat combined, will 
be substantially lower than last 
year, approximating 830 million 
bushels as against 970 million 
last year. Domestic and export 
requirements are estimated at 
around 900 million bushels annu- 
which means that some 





drawing upon the indicated 1,00( 
million bushel carryover is likely, 





marketi 


Unless the crop prospect dimin. _S: 
ishes, there appears to be litt? P7*** 
possibility of any importanp™ ©? 
strengthening in cash wheat arm 
prices. And, in view of the larg gan 
supply situation and the prospect ie the 


for reduced support levels for the 
1956 crop, further pressure on 
price is not improbable. The out. 
look for wheat crops outside the 
United States, of which little is 
known as yet, will play a role ip 
wheat price determinations. 
Corn plantings will be up a 
little this year, despite USDA 
efforts to induce farmers to cut 
back their acreage, and a big crop 
is expected with average or nor. 
mal weather conditions. Cattle 
numbers are at record high level 
and hog numbers are increasing, 
so that demand for corn and other 
feed grains is good. But, with 
meat supplies at an all-time high, 
still lower prices are indicated for 
meats and meat animals. This, 
along with the huge supply situa 
tion, probably will tend to exert 
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Cotton plantings, as a result off. .: : 
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USDA acreage restrictions, areé 
expected to be about 12 percent 
under last year. Yields per acre 
have been rising sharply and may 
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rise again this year if weathelfhe jmpg 


conditions this Summer are rea} 
sonably favorable. The 1955 cots 
ton crop could fall not far short 
of the 1954 output of 13.7 million 
bales and be fully ample to meet 


ion of ¥ 
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domestic and export demands durfhain Fe 


ing the season beginning Augus' 
1. On the other hand, unfavorable 


Fay 


weather could lower the crop suf; 


ficiently to necessitate some draw: 
ing upon the anticipated Augus’ 


1 carryover of 10.5 million bales§ng 


(Conti 


Lon; 


The sharp upward trend in for rowing 


eign cotton production and lower 
prices for competitive foreign 


growths are definite limiting facgyq 


tors on any advances in cotto 
prices stemming from the effec 
of unfavorable weather on thé 
American crop. 

Demand for butter, shrinking 
for years as a result of artificially 
high government support pro 
grams, has increased moderatels 
with the lowering of supports 
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to pressure through the prospect 
for continued pressure on feed 
prices in the months ahead. 

Farm products prices have dip- 
ped an additional 5 percent dur- 
ing the past 12 ment period de- 
kpite a rise of about 10 percent 
in industrial activity and substan- 
tial gains in mass income. It is 
ogical to suppose, in view of this, 
that any slowing down of the gen- 


“bral business boom might inten- 


tify the pressure on the price 
tructure for farm products. It 
AFhould be noted that the decline 
n farm prices is not confined to 
the United States but is world 
wide. 

Earnings of processors of farm 
products have felt the decline in 
farm prices, since it is impossible 
t) operate without a substantial 
mventory. Most crops come on 
the market once a year and are 
marketed within a short space of 
time, while processors of neces- 


‘ity must cover their requirements 


far in advance. With the farm 
products price structure likely to 


fontinue under pressure, there is 


tmsiderable necessitous risk of 
nventory losses by processors. In 
ll probability, however, this is 
inlikely to be serious unless pres- 
ture on farm prices is accelerated. 
The impact of the possible rejec- 
of wheat marketing quotas 
or the 1956 crop is a considera- 
ion here. —END 
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ind Longview, Texas, all fast 
rowing residential communities, 
ut a $15-million food processing 
nd distributing center in Omaha, 
md others almost as large in 


tea. Safeway of Canada will 
uild six supermarkets in 1955. 
he company packs meat, handles 
bakes 
read and cake, cans fruit and 
egetables, bottles soft drinks, 
nd manufactures gelatine, can- 
les, jellies, soap, butter and 
heese in its own plants. The 
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lost t 
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TREE 


fargin brought down to operat- 
ig profit from all these activities 
1954 was an unimpressive 1.8 
tr cent. For the early months of 
55 it may have been even less, 
ince the company is fighting a 

hirited battle with onnmaiiens 
nd state authorities in Oklahoma 
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because it is required to observe 
certain fixed prices with no allow- 
ance for the fact that the com- 
petitors give trading stamps, a 
form of discount. Presumably the 
management feels the sacrifice of 
money and energy is worthwhile 
if it sets a precedent. The $2.40 
dividend, maintained since 1950, 
yields 5.2 per cent on the recent 
price of 46. 


Winn & Lovett Grocery Co. 
This chain, down in the southeast 
corner of the nation, has attracted 
a considerable speculative follow- 





ing in the current rising market. 
Because it is a family firm, with 
8 per cent of the stock optioned 
to officers at a price one-third the 
recent quotation on the New York 
Stock Exchange, the case for the 
company as an investment me- 
dium must be regarded as not 
proved. There are, however, at- 
tractive features of its operation. 
Except for its 22 stores in Ken- 
tucky and two across the Ohio in 
Indiana, its territory is extremely 
compact, consisting of Florida, 


(Please turn to page 320) 
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unusual : : 
period of time. Once a Special 
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Backed by The Value Line 
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Special Situations for 
EXTRAORDINARY 
CAPITAL GAIN! 
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COUNTER SPECIAL SITUATIONS SERVICE, 
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Over-the-Counter stocks that are candidates for extraordinary 
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Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable July 15, 1955, to stock- 
holders of record June 10, 1955. 











Secretary and Treasurer 


EMERY N. LEONARD 
Boston, Mass., May 16, =4 























E.1. DUPONT DE NEMOURS & COMPANY 


aU PONS 


Wilmington, Del., May 16, 1955 


The Boord of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock — $4.50 
Series and 8712¢ a share on the Pre- 
ferred Stock — $3.50 Series, both pay- 
able July 25, 1955, to stockholders of 
record at the close of business on July 
8, 1955; also $1.25 a share on the 
Common Stock as the second quorterly 
interim dividend for 1955, payable June 

















14, 1955, to stockholders of record at 
the close of business on May 23, 1955 


P. S. pu PONT, 3rp, Secretary 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
June 11, 1955 to stockholders 
of record at the close of business 
May 16, 1955. 


NICHOLAS KELLEY, Jr., 
Secretary 














| 
_ AtlasCorporation 


33 Pine Street, New York 5, N.Y. 


Dividend No. 54 


on Common Stock 


\ regular quarterly dividend of 50¢ 
per share has been declared, payable 
Jane 20, 1955 to holders of record 
at the close of business on May 28, 
1955 on the Common Stock of Atlas 
Corporation. 

| Wa ter A. Peterson, Treasurer 

| May 12, 1955 























1955 Outlook for Aircraft 
— Airline Companies 
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better than $6 million. On a per 
share basis this latter figure was 
equal to $1.77 against $2.51 in 
the three months to March 31, 
last. Although Lockheed’s sales 
in the three months to March 31, 
1955, dropped to $190 million 
from $215.5 million a year ago, 
it was able to hold net income 
close to the earlier quarter, show- 
ing a total of $4.6 million, equal 
to $1.63 a share on 2,286,187 out- 
standing shares. A year ago, net 
income totaled $4.8 million which 
divides into $1.79 a share on 
2,680,590 shares then outstand- 
ing. General Dynamics operations 
for the March, 1955, quarter, in- 
cluding those of Canadair, Inc., 
and its Consolidated Vultee Or 
Convair Division, showed a rise 
in sales to $142.2 million from 
$129.3 million in the like 1954 
period. Net income for the most 
recent quarter reported dropped 
to $3,194,000 from $3,313.000 a 
year ago although net for the 
capital stock now outstanding in- 
creased to 89 cents a share from 
74 cents a share earned in the 
quarter to March 31, 1954. Gen- 
eral Dynamic’s backlog as it be- 
gan business on April 1, 1955, 
was estimated at $1 billion 35 
million and it was understood 
that it had under negotiation an 
additional $819 million of con- 
tracts. 


The Airlines 


Unprecedent prosperity looms 
ahead for the air transportation 
industry. Records of all kinds 
are in prospect for 1955 and even 
better results appear to be in 
sight for 1956. Reasons are not 
difficult to find. The most im- 
portant, of course, is a steady 
growth in travel — induced by 
constantly improving safety rec- 
ords as well as by growing aware- 
ness on the traveling public’s part 
of advantages afforded by airlines 
as a means of fast and safe trans- 
portation. 

Evidence of progress is pro- 
vided not alone by cold financial 
and operating statistics but by 
decisions on the part of civic 
officials to seek increased com- 
pensation in the form of taxes 
or concessions. In short, the 
honeymoon for airlines in the 


form of grants for airports is 
fast coming to a close. The in- 
dustry is approaching maturity. 








Justification for expecting finang [Utili; 
cial returns from services ren§ ment h: 
dered by municipalities is foun procedu 
in increased travel data. Officia§¢, keep 
statistics disclosed that in earlgjsual. I 
months this year, the 13 majafin servi 
scheduled airlines operated mom, day, « 
miles and carried more passenfiain to 
gers than ever before in a similag aquipme 
period. Profits for many of thenfiive tri 
also set a record. growth 










Notable in this respect was th@ Altho 
showing made by Eastern Aifipe leash 





Lines. Gross revenues for thifthey ar 
carrier increased in the 1955 firfypon to 
quarter to $52.7 million, up fromf purchas 
$44.4 million a year ago. Net iMwith o 
come for the latest period mor§seady i 
than doubled, rising to $2,348,008 ition ec 
equal to 94 cents a share, froiipw re 
1954 first quarter net dVeantin 
$1,139,000, or 46 cents a sharistrength 
Among showings by the maja@when m 
lines, however, were exception#pe need 
notably Trans World Airlines m In ad 
porting a deficit of $3,898,000 dlquipme 
a per share loss of $1.17. This wafare conf 
slightly less than the $3,965,0@hioher ; 
deficit in _ the correspondit@rising v 
months of last year, equal to@ment of 
loss of $1.19 a share. Althoug$placing 
total revenue for the latest perid§The ques 
increased by 7.1 to $42,313,0Mration ; 
to establish an all-time fittpoubles: 
quarter high, operating expense port ope: 
including a number of non-reclffjand Was 
ring costs, one of which Wd&hesitant 
preparation to introduce the neftions. Th 
Super-G Constellation fleet, neafthe situa 
ly kept pace. With prospects f@moderate 
the balance of the current ye# Thera 
bolstered by a 14.7% increa#of coach 
in eastbound international bono small 
ings over 1954, and by the a@for the =z 
dition of 20 Super-G Constell€charactey 
tions, TWA is confident that filmany lin. 
1955 earnings will match allpenefits | 
possibly go ahead of the $3.fequipmer 
a share earned in 1954. fights. I 
The better showing for malfther exp: 
airlines this year may be trac@where it 
in part to the fact that resulfpair of ay 
in the early part of 1954 Wether yea 
hampered by introduction §charges t 
new equipment which involv couple of 
higher-than-normal costs. BelMjines sho 
fits of greater capacity and M@gaing — ; 
efficient planes are being reali24enera) | 
currently in_ substantially 4tinue pr 
larged operating income. In fa@yrrent } 
income has increased at a mu 
better rate than the number | 
passengers carried. The load fé 
tor has been higher this year thi 
in early months of 1954; that 
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more seats in each plane have bef (Conti 
occupied on regular flights. Opé 

ating costs are fairly constag These | 
so that after the minimum nufte being 


ber of seats needed to break evgschool of 
is sold, additional fares contribug'p whic 
substantially to earnings. finance in 
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Utilization of modern equip- 
ment has helped profits, for this 
procedure has permitted airlines 
to keep more planes in flight than 
usual. If each plane can be kept 
in service an average of 12 hours 
a day, operating results are cer- 
tain to prove excellent. Modern 
equipment also encourages repeti- 
tive trips, thereby accelerating 
growth in air travel. 

Although the airlines seem to 
be leashed to a treadmill because 
they are constantly being called 
upon to finance new equipment 
purchases and to be burdened 
with obligations, actually the 
steady improvement in equity po- 
sition compensates for relatively 
lw reported earning power. 
Meantime, credit is being 
strengthened against the day 
when more and larger planes will 
be needed. 

In addition to the problem of 
equipment purchases, the airlines 
are confronted with the need for 
higher rates to compensate for 
rising wage rates and improve- 
ment of finances preparatory to 
placing orders for new planes. 
The question of obtaining authori- 
mation for higher fares is a 
troublesome one. Not all trans- 
port operators favor such a move, 
and Washington officials appear 
hesitant to approve recommenda- 
tions. The first step in alleviating 
the situation may come through a 
moderate boost in coach rates. 

The rapid growth in popularity 
icrea$of coach travel has contributed in 

boo#no small measure to travel gains 
he a#for the airlines. Despite seasonal 
istellftharacteristics in the business, 
at fimany lines have gained important 
h allenefits by greater utilization of 

$3.Iequipment in so-called off-hour 
fights. Indications point to fur- 
ma¥ther expansion of this service to 
trac@where it may account for use of 
resulfhalf of available equipment in an- 
L Wéelother year or two. As depreciation 
101 Gcharges begin to taper in another 
vol couple of years, earnings of air- 

2€Milines should register substantial 
i Mrains — assuming, of course, that 
eali@#general business conditions con- 
ly tinue promising at or close to 
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nstag These things can be done and 
) nug4re being done because an entire 
k ev@school of economists has grown 
tribijtp which looks upon national 
hance in a new way. Aside, per- 
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haps, from Mr. Humphrey him- 
self and one or two of his imme- 
diate circle, the Treasury as the 
purse-holder of the Government, 
is not concerned about the fiscal 
situation; indeed it is rather 
pleased. It has assumed the old 
European or principally the Brit- 
ish view of a national debt as an 
asset. It seems to have been over- 
looked that the British national 
debt in the Nineteenth Century 
was a tremendous asset in that it 
was a major instrumentality in 
creating the British Empire and 
then holding it together and mak- 
ing the pound sterling a world 
counter. The debt brought wealth 
to Britain. The American debt has 
brought us no wealth from the 
Indies; only further expense. 
The Treasury is making a so 
far successful effort to alter the 
composition of the debt, putting 
more of it in the hands of longer 
term investors. The transition 
will require some time as so much 
of the debt was repayable in a 
vear or less. Only a year and a 
half ago the average maturity 
was only 3 and 2/3 years. Now it 
has lengthened to 4-2/3 years. 
The Treasury is aware that if 
most of the debt is of short term 
and is constantly being turned 
over in the financial field, it be- 
comes an agency of inflation 
whereas a debt of long term tends 
to stabilize. That is the Treasury’s 
debt management policy but, 
underlying it all, is the Treasury 
belief that the vast debt has vir- 
tues of its own. True, last year the 
Treasury paid $1.9 billion in pub- 
lic debt interest to holders. This 
was an income which the Treas- 
ury could tax and the recipients, 
if they chose, could spend. Robert 
B. Blyth, Assistant to the Secre- 
tary of the Treasury, has spoken 
the Treasury faith in these 
words: “These interest dollars we 
are paying out are helping to 
provide jobs. The payments that 
we make to savings banks and to 
individuals directly, including E 
bond interest, are especially help- 





ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. 








At a meeting of the Board of Directors of 

Allegheny Ludlum Steel Corporation held today, 

May 19, 1955, a dividend of cents (50¢) 

per share was declared on the Common Stock 

f the Corporation, payable June 30, 1955, to 

Common stockholders of record at the close of 
usiness on June 1, 1955 

The Board also declared a 

dividend of one dollar nine and 

three-eighths cents ($1.09375) 

per share on the $4.375 Cumula- 

tive Preferred Stock of the Cor 

poration, payable June 15, 1955 


to Preferred stockholders of rec- 


ord 1, 1955 


at the close of business on June 
S. A. McCaskey, Jr. 


Secretary 
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. Public Service Electric 


and Cas Company 


NEWARK,.N. J 











QUARTERLY DIVIDENDS 


Dividends of $1.02 a share on the 
4.08% Cumulative Preferred Stock, 
$1.04% a share on the 4.18% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
cents a shareonthe Common Stock, 
have been declared for the quarter 
ending June 30, 1955, all pay- 
able on or before June 30, 1955 
to holders of record at the close of 


busimess on May 31, 1955. 


F. MILTON LUDLOW 
Secretary 
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Common and 
| Preferred Stock Dividends 


The Board of Directors of Safe 
way Stores, Incorporated, on 
May 10, 1955, declared the 
following quarterly dividends: 


60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 
$1.07 per share on 
the 4.30% Convert- 


ible Preferred Stock. 
Common Stock dividends and 
dividends onthe 4‘), Preferred 
Stock and 4.30°%% Convertible 


Preferred Stock are payable 
July 1, 1955 to Stockholders 
of record at the close of busi- 
t! ness June 15, 1955 


DRUMMOND WILDE, Sec 


£ May 10, 1955 
“ 
“ 
“~~ 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable June 15, 1955, to stockholders of 
record at the close of business May 26,1955. 


E. F. VANDERSTUCKEN, JR., 


Secretary. 















Pullman 
Incorporated 


89th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 
and predecessor companies 


4 regular quarterly dividend of 


seventy-five cents (75¢) per 
share will be paid on June 14, 
1955 to stockholders of record 


May 31, 1955. 


CHAMP CARRY 


President 














LOEW'S INCORPORATED 


May 18, 1955 


~3\ The Board of Directors has declared 
" a quarterly dividend of 25c¢ per 

share on the outstanding Common 
XN Stock of the Company, payable on 


June 30, 1955. to stockholders of record at 
the close of business on June 14, 1955. Checks 


will be mailed 
CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 
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(See Chart on page 300 of this issue of 
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ful in encouraging habits of thrift 
and helping our people to provide 
for the future.” 

It is believed that not a few 
business men and investors would 
feel that they are as entirely capa- 
ble of performing these services 
as a Government (we might say 
any government) which notori- 
ously is spendthrift! 

Fundamentally, the Treasury 
satisfaction with the debt situa- 
tion is based on the theory that a 
growing economy grows up to its 
obligations; that the obligations 
recede to wholly dirigible dimen- 
sions in the face of a general ad- 
vance. Indeed, it is not at all 
difficult to find large numbers of 
people who believe the time has 
come to increase the National 
Debt and resume the distribution 
of Government manna! 

There is a world of comfort in 
statistics. In 1946, at the end of 
the Second World War, the debt 
stood at $260 billion. This was a 
third larger than the national in- 
come of only $190 billion. The 
debt has grown to $286 billion but 
the national income has grown to 
$310 billion so the debt is only 
about 89 per cent of income. Those 
figures are indeed comforting un- 
til one stops to consider that a 


very large part of the increased 
national income, as stated in dol- 
lar figures, is due to the inflated 
value of the dollar which inflation 
was due to the very policies which 
created much of the debt. There 
is no end to the relative smallness 


inflate the 
income 


debt if 
your 


of the 
counters of 
enough! 


you 
dollar 


Moving Toward Welfare State? 


Organized labor, with an aston- 
ishing volume of Congressional 
and even Executive Department 
support, is strongly behind the 
fantastic road program and any 
cther make-work scheme which, 
regardless of cost and debt, will 
give employment to not only every 
citizen but also to almost every 
member of his family old enough 
to stand. Allan Sproul, President 
of the Federal Reserve Bank of 
New York, says of such a situa- 
tion: “Such a condition implies 
sellers’ markets, not only for la- 
bor but for raw materials and 
finished goods. It implies a situa- 
tion in which efficiency incentives 
are reduced and there is weak re- 
sistance to increased costs, such 
increases being passed on in 
higher selling prices. These con- 
ditions are not likely to be con- 
ducive to maximum economic 


progress. Laxity of effort an 
speculative sprees develop in suc 
an atmosphere and lead to distor. 
tions and instability, rather thay 
to sustained accomplishments.” 

We see here the phenomenon oj 
a Congress, abetted by a larg 
segment of the Administratioy 
and leaders of both parties, urg. 
ing a substantial return to a sys. 
tem of prodigal spending after 
the Harry Hopkins pattern oj 
pump-priming, coupled with up. 
bridled deficit financing and up. 
limited debt while at the same 
time seeking to place the existing 
debt on a long term basis. Ip 
other words, it is seeking to bring 
about a condition in which thes 
welfare state policies will make 
the bonds in the hands of the long 
term holders, including the pen. 
sion and insurance funds, holding 
the savings of the people, of retro- 
gressively dwindling value. An 
the Alice-in-Wonderland aspect is 
further emphasized by the cir 
cumstance that the labor unions 
special beneficiaries of so much 
of the pension and insurance 
fund, are working overtime t 
impoverish themselves! 

The President, through the 
Treasury, must either ask for ar 


| unust 
elected 
0 1955-5 
mendatic 
wement, 
yofit pr 
1. Ar 


its 


\t indivi 
three dive 


increase in the debt limit or call, 


for higher taxes. It is too late ir 
this session to talk about re 


trenchment of appropriations, tha? 
money is gone. It is still going ay 


a more and more rapid rate. An 
as for the higher taxes, why evel 
so solid a fiscal statesman as Set- 
ator George, formerly Chairmai 
of the Senate Committee o 
Finance, has urged raising the 
exemption while the chorus i 
favor of lower income tax rates i 
at times almost deafening. 

The Federal Reserve Board 
supporting its Federal Reserv: 
Banks, has been pursuing 
course of wisdom in its movemenri 
of the discount rate in consonane 
with the tides of business and! 
also has placed a timely check © 
excessive speculation by increas 
ing margins although, on tha 
count, the vast pension, insuran¢ 
and savings funds which hav 
been supporting the market art 
affected scarcely at all by suc! 
an action. 

For the present, there seems 4 
be a sound core of balance in th 
business and financial community 
The Nation is basking in achieve 
ments which have produced thi 
best of times but it would be thi 
worst of folly to ignore the force 
which are eager to destroy suc 
economic soundness as has beél 
won back. —EN 
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Profit By Our Two New Low-Priced... 
Selections For Income and Dynamic Growth 


l ou can share now in two situations 
/ unusual promise our analysts have 
elected for income and profit building 
2 1955-56. Do not miss these new recom- 
hendations combining foresighted man- 
wement, good income and outstanding. 
yofit prospects for the period ahead! 
1. An Undervalued Growth Stock 

—Selling at 1/3 discount from 

its 1946 high — Facing strong 

outlook for increased earnings 


and dividends. 


2. An Unusual Opportunity—Still 
50% under its 1946 high — 


Earnings are up 30% in past 














OVER 300 POINTS PROFIT 


Today all twelve of our cur- 


rent Forecast 


recommenda- 


4 FULLY ROUNDED 
INVESTMENT SERVICE 


tions (not including those 1 You will find that THE FORECAST 


just issued) combine to show 


a profit total 


points. We picked the lead- 
ers of 1954-55 
Sperry, General 
Southern Railway 
others. Let us help you to | 


share in the new leaders for | 


tells you not only WHAT and WHEN 
to buy — and WHEN to take profits .. . 


but it also keeps you informed of what 


over 300 


Boeing, 


Yynamics . ‘ . . 
Dynamics, is going on in the companies whose 


and | : . 
] shares are recommended in our Bulletins. 


Each security you buy on this advice is 


profit and income building |} continously supervised so you are never 


as they emerge at strategic 


prices. 


left in doubt as to your position. 














18 months—Ready to advance. 


\t individual bargain levels we will round out our 


ree diversified investment programs with other new 


ommendations—including medium and low priced 


wocks—which should be among coming market lead- 


f.. . as investment demand rotates to the stock 


roup where new developments are likely to spur 


arp advances: 


PROGRAM ONE .... Stressing Security of Prin- 


cipal — Assured Income With Strong 


Enhancement Prospects. 


PROGRAM TWO .. . Dynamic Securities for 


Capital Building with Higher Dividend 


Potentials. 


PROGRAM THREE .. . Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 


purchased with limited capital. 


Mal Coupon 
Joday 

Special Offer 

“MONTEice $79 


MONTHS’ 
SERVICE $125 


implete service will start at 
e but date as officially be- 


ining one month from the day 
our check is received. Sub- 


tiptions to The Forecast are 


tductible for tax purposes. 


AY 28, 1955 
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THE INVESTMENT 


I enclose CT 


fir Mail: [ $1.00 six months: $2.00 Telegraph me collect in anticipation of 

one year in U. S. and Canada important market turning points... 

Special Delivery: [ $5.20 six months When to buy and when to sell... 
$10.40 one year when to expand or contract my position 

Name 

Address 

City State 

Your subscription should not be assigned at List up to 12 of your securities for our 


any time 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, latest Washington developments 

. as well as interpretation of the Dow Theory and 
our famous Supply—Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our 2 new recommendations be- 


fore they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves—you can share in our 3 new 
opportunities which we will point out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 








SPECIAL OFFER—Includes one month extra FREE SERVICE eeeeeeeeeoe 
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(Service to start at once but date officially beginning 
one month from the day you receive my payment 


SPECIAL MAIL SERVICE ON BULLETINS 
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Corporation 
DIVIDEND 
The Board of Directors declared a dividend 
of 75c per share on the Common Stock 
payable June 10, 1955, to holders of record 
May 31, 1955. 
ROGER HACKNRY. Treasurer 


JM Johns-Manville 


erooucrs 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 45 cents per share has 
been declared on the Common Stock of said 
Company, payable June 10, 1955, to_ stock- 
holders of record at three o'clock P.M. on 


May 27, 1955. 
C. H. McHENRY, Secretar) 














Modern Alchemists 
Creating Sources of 
New Wealth 





(Continued from page 287) 


that a company is surveying the 
chances of getting into that in- 
dustry and there is a rush to get 
aboard. The action in the case of 
one company whose shares are 
listed on the New York Stock Ex- 
change was so violent that the 
disturbed president of the firm 
said all he knew was that the 
company had advertised for a nu- 
clear energy. The stock fell al- 
most a violently. 

Thus, while thin-skin building 
materials do not qualify as gen- 
eral consumer products, their 
emergence has captivated the 
public market-wise. After all, it is 
difficult to hide a skyscraper that 
is aluminum-walled or clad with 
porcelain-enamel spandrels. As a 
“new product” use, permitting the 
exterior construction of a large 
building in a single day, thin-skin 
structures offer a tremendous po- 
tential in the current building 
boom. 

Instant coffee, incidentally, is 
one of the happier new-product 
stories. In fact, it is the most 
notable success achieved in the 
post-war period by our food- 
processing companies, which have 
spent more than a billion dollars 
in the past decade merely to de- 
velop what is known to the trade 
as “convenience items’—concen- 
trated juices, jiffy desserts and 
instant beverages, to cite a few. 

No new _ products roundup 
would be complete without citing 
the television industry. The first 
TV antennas sprouted from roof- 
tops 10 years ago. Now, 36 mil- 
lion sets later, the owners of these 
receivers are anticipating color 
sets. For the last three years the 
air has been filled with talk of the 
imminence of color. Such sets now 


~ 


are available, but generally they 
cost in excess of $500 and are far 
from satisfactory. Indeed, some 
set-makers have halted produc- 
tion pending development of 
larger-size picture tubes and a 
price the general public will pay. 

It should be evident by now 
that not all new products yield 
rich rewards overnight and, in- 
deed, many never do. Yet in an 
age of swift industrial change, 
research is not merely a romantic 
adjunct to a business—it is a 
must. Nearly every material, 
product, process, type of equip- 
ment—even merchandising meth- 
od—is vulnerable to competition. 
An active research program is not 
only an investment in the pro- 
tection of a business—it is also 
an economical expenditure. If a 
company elects, in its income tax 
return it may now deduct outlays 
for research as an expense cur- 
rently incurred. 

More and more, corporations 
are deeming it worthwhile to in- 
form shareholders through the 
annual report of research and de- 
velopment expenditures. Many of 
these companies have been 
prompted to provide such infor- 
mation by the realization that in- 
vestors have shown a decided 
interest in the shares of compa- 
nies that place strong emphasis 
on research. Such stocks, there- 
fore, have tended to sell at higher- 
than-average ratios of price to 
earnings and at lower-than-aver- 
age yields. The investor must de- 
cide in each case whether the 
price he is paying for growth 
prospects is too high. —END 





Stocks in a 
Vulnerable Position 





(Continued from page 299) 


elements. Possibilities in these 
various operations give Crane 
good long-range prospects and 
strong finances make the current 
$2.00 annual dividend rate appear 
secure. The stock, nevertheless, in 
selling at its recent high generous- 
ly discounted the immediate out- 
look. 

Houston Oil Co. of Texas since 
the start of the current year mov- 
ed up more than 20 points, reach- 
ing a high of 119%%. At that level 
the stock was selling 23.3 times 
1954 earnings of $4.83 a share, 
and 19.2 times estimated 1955 net 
of $6.20 a share. Obviously, the 
popularity of this issue is based 
not so much on earnings as on ex- 


panding crude oil and natural gas 
reserves and the company’s entry, 
jointly with Time, Inc., in pulp) 
and paperboard production with 
the new mills operating at capaci- 
ty, being supplied largely by 
Houston Oil’s large timber hold: 
ings. Talk of a spin off of natural 
gas subsidiaries undoubtedly lent 
considerable strength to the mark; 
up in the price of the stock, but 
now the company has decided that 
for legal and operating reasons, it 
was inadvisable to proceed fur. 
ther with any such plans at this 
time. 

International Harvester Co., in 
selling recently at a high of 393), 
liberally discounted the immediate 
outlook for this good-grade equity. 





Last year, of course, was particu- 
larly disappointing inasmuch as 
net income fell to $2.24 a share 
but there has been no real basis, 
up to now, even allowing for some 
improvement in domestic civilian 
demand, to justify estimating this 
vear’s earnings at much above 
$2.60 a share. Such a showing 
would provide sufficient coverage 
for the annual dividend of $2.00 a 
share which is made additionally 
secure by Harvester’s strong fi- 
nances. In view of this, the stock; 
yielding 5.0% at its recent high 
may continue to be held by those 
interested primarily in obtaining 
a satisfactory rate of income. 

—EN) 





Chain Food Store Companies 
Operating in 
Favorable Climate 





(Continued from page 315) 


Georgia and Alabama. Its fisca 
year ends June 25 this year, sé 
useful comparisons with the othet 
chains mentioned are difficult ti 
make. The company states, how 
ever, that of its 224 stores, as oj 
last April, half had sales at ths 
rate of a million dollars a year 
and fewer than one in ten hag 
gross of less than $500,000 each 
Sales margin for the first 4 
weeks of this year was 3.8 pej 
cent. It must be remembered thal 





a considerable volume of Winn & 
Lovett sales, especially in rural 
Georgia, are from its Econom! 
Wholesale stores. These provid 
small conventional retailers wit! 
the stocks they sell, often ol 
harvest-time credit, to farmers 
The 52-cent dividend paid in 195 
would have returned 2 per cen 
on the current price of 25 fo 
the shares. —ENI 
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STREE 


Added Safety - Income - Profit For 
Investors With $20,000 Or More 


For this new era of industrial science—of dynamic investment opportunity—we offer vou the 
most complete. personal investment supervisory service available today. 


Investment Management Service is designed to help you to own shares of companies that will 
PACE THE NATION’S GROWTH . . . leaders in electronics, aerodynamics, “push-button” pro- 
duction . . . prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
you can share in huge profits to flow from our coming network of “throughways,” the St. 
Lawrence Seaway and other vast projects ... from Canada’s boom , . . from the host of new 


products, metals. chemicals, techniques . .. ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


Expert f{nalysis of Your Present Holdings: with counsel as to the prices at which to act. Alert 
, ‘ ; : counsel by first class mail or air mail and by tele- 
Our first step in serving you is to make a detailed graph relieves vou of any doubt concerning your 





report—analyzing your entire list—taking into con- : 

e x - : as x investments. 
sideration income. safety. diversification. enhance- 

ment probabilities—today’s factors and tomorrow’s : +s 

sea Complete Consultation Privileges: 
o OoR. 


You can consult us on any special investment 


Issues to Hold and Advantageous Revisions: problem you may face. Our contacts and original 


: research sometimes offer vou aid not obtainable else- 
Definite counsel is given on each issue in your 
a " where—to help vou to save—to make money. 
account . . . advising retention of those most attrac- 
tive for income and growth .. . preventing sale of : ae 1, 
Help in Minimizing Your Taxes: 


those now thoroughly liquidated and likely to im- 


prove. We will point out unfavorable or overpriced We keep in mind the tax consequences of each 


securities and make substitute recommendations in transaction 2nd help you to minimize your tax lia- 


companies with unusually promising 1955 prospects bility under the new tax provisions. (Our annual fee 


and longer term profit potentials. is allowed as a deduction from your income for 


Federal Income Tax purposes. con-iderably reducing 


Close Continuous Supervision of All Holdings: 


held 


constant observation of a trained, experienced Aec- 


the net cost to you.) 


Thereafter—vyour securities are under the 


innual Personal Progress Reports: 


count Executive. Working closely with the Directing 
Board, he takes the initiative in advising vou con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instrue- 


Throughout the vear we keep a complete record 
of each transaction as you follow our advice. At the 
end of vour annual enrollment vou receive our audit 
of the progress of vour account showing just how 
it has grown in value and the amount of income it 





tions as to why to sell or buy are given. together has produced for vou. 
Investment Management Service has prospered by earning the steady renewals of its clients 
(many have been with us 5, 10, 15 and 20 years)—through actual results that have proved 


our counsel to he worth many times our fee. You owe it to yourself to investigate our Service. 


Full information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account-or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how cur counsel 
can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


{ division of THe Macazine or Watt 


90 BROAD STREET 


Street. A beckground of nearly forty-eight years of 


NEW YORK 4, N. Y. 


SeTvice 
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(FORMERLY BENEFICIAL LOAN SISTEM 


Opens ls 


With the recent opening of an office in Albany, Georgia 
—the 37th new oflice this year—the Beneficial Finance 
System now has 900 subsidiary offices throughout the 
United States and Canada, including an ofhce in 


Hawaii. Ten years ago there were 397 oflices. 


Beneficial has grown steadily over the past 41 years in 
response to the continuing need for the helpful service 
it provides—realistic financial assistance to families 
for such purposes as paving bills and easing the 


burden of unexpected demands on the family pocketbook. 


Last year the Beneficial Finance System made nearly 
1,750,000 loans, totaling more than $550,000,000 


and averaging $324. 


.a BENEFICIAL. loan is for a benefictal purpose. 


Finance Co: 


formerly Beneficial Loan Corporation ) 
BENEFICIAL BUILDING, WILMINGTON. DELAWARE 


Subsidiary Loan Companies seNbRICICn Finance Co PrRsonat Finance Coarvany 


COMMONWEALT ON COMPANY WoORKINGMEN'S LOAN Assocrarion Ine 





